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1.1 hWTRGDUCTfON 


The promulgation of the Municipal Finance Management Act (MFMA) marked the completion of the 
transformation of the local government sphere at the legislative level. The Act v^as designed with the 
intention of modernising budgeting and financial management, while concomitantly promoting transparency 
^an^ accounf^itty m fTTmUr^ TTl^ fvluiTcIpaPSystem^A^^^ ame nd^T i^t 'MS'A) requires 

munfcipaHties-to-prepare-annuat-performance reports, ba^ed-onGihe-approved Integrated-Development 
Plan. 

The MFMA and MSA, read together, seek to promote financial and performance reporting by municipalities 
In a single and integrated annual report. The annual report is also understood to be an instrument for 
financial and performance corrective action in subsequent years. Finally, the rigorous requirement for 
preparation and adoption of financial statements, performance reports and the annual report as a whole Is 
intended to enhance transparency, accountability and good governance. The 2010/11 Annual Report 
reflects on the perfomiance of Lekwa- Teemane Local Municipality for the period 1 July 2011 to 30 June 
2012. 

In terms of section 121(1) of the MFMA, every municipality and municipal entity must prepare an annual 
report for each finandal year. 

The purpose of an annual report, pursuant to section 121(2), is 

® To provide a record of activities for the municipality or entity 

^ To provide a report on the performance of the service delivery and budget implementation; and 
® To promote accountability to local community 
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1.2 HONOURABLE MAYOR^S FOREWORD 


I’m presenting this report, as the mayor of Lekwa-Teemane Local Municipality, for 
the review period 2010/2011 to all stakeholders In the sector and the public in 
general The Lekwa-Teemane municipal council is unwavering In its commitment 
TTach ieve a sustai nable. eco nomicallv-suc cessf iJ andTemocr atic comm unity 5v 

-striving to reduce poverty “and provid!ng-;g;aoiLT}rafTty-|it^1bT“-att:-Th-erT^ 

period has been one of acknowiedgeable challenges, but also of numerous 
achievements as we continue to focus momentarily on the provision of services to 
our people as part of our quest to create a responsive and caring municipality for 
all who live in IL ft should give our people a sense of hope and optimism that we 
are indeed serious about achieving our vision of creating a responsive and caring 
municipality. 

The Annual Report of Lekwa-Teemane Local Municipality seeks to portray and demonstrate our activities 
during the review and is based on sound information and management systems. This report is presented in 
accordance with the provisions of Section 121 of the Municipal Finance Management Act, No.56 of 2003 
and includes a generic core of demographic and geographic information that is relatively consistent from 
year to year. 

Our single biggest concern remains the provision of sanitation and allied services to the poorest of our 
communities, however we are persistence in this matter will yield results very shortly. The year under 
review has been a challenging one, and in presenting this report, we acknowledge progress made during 
the 2010/2011 financial year as well as the challenges that lie ahead. 



"'As the Mayor, I will make sure that I serve every party in the Council as well as every resident.” Together 
we must work towards building the strongest municipality that will invite investors, business and labour 
movements to help aeate jobs and alleviate poverty. We will continue to ensure our requisites in terms of, 
the Constitution 108 of 199& and other relevant Local Government legislation is utilized adequately and 
positively to create fairness, equity, reliability and consistency in improving consultation and involvement of 
our communities, political structures, internal structures, government sectors, and other interested 
organisations in the core business as a Local Municipality. 

I would like to thank all members of Council, officials and the public for their support during a very 
challenging year, the new financial year will be equally, if not more challenging and 1 look forward to 
working with you all to achieve a better life for all citizens. Let us work together as a team to address the 
challenges ahead of us, by working together we can do more. In the spirit of Batho Pele we hereby 
command all citizens of Lekw-'a-Teemane to put their shoulder to the wheel to ensure that our municipality 
is able to build on the achievements scored during the course of the past financial year into the future. 

A special thanks to members of the Municipal Council, the Municipal Manager and his team for the 
continued guidance and support. 


I thank voLi all 





Honourable Mayor 
CLLR R.M. Makodi 
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1 . 3 0 VE RVI E W 0 F [HE M U N I C1 P A 


M.i= ivt/'" 


a'^fA.GER 


Every municipanty and municipal entity must prepare an annual report for 
each financial year in accordance with the Municipal Finance 

Management Act (IvlFMA) and, during the MFMA transitionaf period, the 
Division of Revenue Act a the Municipal Systems Act 2000. 

— lr^rt-h“ecp-a'st~aan'Dai=r-epjOirismhav£mo1fe:nmb:eHnrnBHdo3:o:lHiyctGrpram:QtB“the“ 
“post ti v^1nTa'ge““of“ th'ermu n i c i pal ity “with' I itt I e facns ■ o n' comparing-actaa I with 
promised performance. The MFMA now requires the municipality to report 
^ ^ ^ ^ on afi aspects of performance providing a true, honest and accurate account 

; A of the goals set by council and the success or otherwise in achieving these 

goals. The annua! report is a key performance report to the community and 
... stakeholders and, once approved by the council, must be placed on 

the municipal website, copies sent to various authorities and made available to the wider community. 

The most important documents tabled for any municipality or entities are its Integrated 
Development Plan (IDP), budget and annual report. The IDP and budget are forward-looking, they set out 
what the municipality intends to do and the funds it will raise and spend. The annual report, on the other 
hand, is backward-looking as it reports on actual performance at the end of the financial year, reporting on 
how the [DP and budget were implemented. 

Annual reports must be aligned with the planning documents and municipal budget for the year reported 
on. This means that the IDP, budget, sen/ice delivery and budget implementation plan (SDBIP), in-year 
reports and annual report should have similar and consistent structures to facilitate understanding and to 
enable the linkage between plans and actual performance 

The Lekwa-Teemane local Municipality has to ensure that it implements the follovring general powers and 
functions in line with the constitution of the country. You will however realise that some of the functions are 
not performed because of them not being applicable to us in terms of conditions and capacity. 

1 . An accountable and democratic system of government to local communities; 

2. Ensuring the provision of services to local communities in a sustainable manner; 

3. Promoting social and economic development; 

4. Promoting safe and healthy environment; and 

6. Encouraging the involvement of communities and community organisations in matters of local 
government. 

These broad constitutional provisions are given effect to by the provision of the municipal systems and the 
municipal finance management act, 

in making a decision to deliver the promotion of social and economic development mandate, Lekwa- 
Teemane Local Municipality established the Lekwa-Teemane Local Development Agency. In establishing 
the entity the municipality decided to set the following parameters for the Agency: 

® It will be an independent, yet wholly owned entity of the municipality to champion economic 
development; 

® It will be governed by the provision of the MFMA and the Companies Act as a municipal entity, 
this will ensure sufficient governance protocols and regulations; 

® Having agreed to form and having outlined the parameters and reasons for establish the Agency 
“ the municipafity gave the principal mandate of the Agency as: 
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"‘to facUffate sustainable economto development within Lokwa- 1 eemane Local Municipality and to 
ensure that the local economy grows, creates and sustains Jobs for local people,” 

The Agency is tasked Vi/ith driving and championing economic development in order to achieve grovvth in: 

« Job creation 
» Investment attraction 

* Economic development 

- ... - - , . ■- - -- , 

• S.MME developme-nt - - - - 

’ ii Hi iJ-Lj-U i i o- i i i I O' OULpOt, 

These legislative and founding provisions serve as the basis for the existence of the Lekwa-Teemane Local 
Development Agency. The governance structures, the plans developed, strategies employed and staff 
assigned to the Agency, derive their legitimacy from these basis and assessment of their performance 
should be based on the achievement of the mandate outlined and the completion of the tasks set-out. 

In the Pre-establishment Phase the municipality established an Interim Board of Directors that consisted 
of the Municipal Manager, the CFO and the LED Officer. This structure was supported administratively by 
and interim Driver appointed by Council. The Interim-Driver appointed was the consulting Makgoka 
Development Facilitation. The establishment was from 2010 to July 2011. The phase milestones were to — 
establish the entity; appoint the board and audit committee; establish the office for the Agency; put in place 
policies and operational procedures; develop project proposals; develop a Service Level Agreement; and 
prepare for the next phase. 

Cooperative Governance 

In 2010/11 the Lekwa- Teemane Local Municipality engaged the Human Settlement about the housing 
needs in our municipality. One of the needs was to speed up the unblocking of all the housing projects that 
were blocked. The engagement was successful and we then agreed to do a survey and/ or audit of all 
those incomplete projects for the purpose of planning and budgeting 

The Lekwa- Teemane Local Municipality performs a function of licencing on behalf of the Provincial 
Department of Public Works and Transport. There is a Service Level Agreement (SLA) that has been 
signed between the two spheres of government which contains all the details and conditions of the 
relationship 


M.A. Makuapane 
Fvlunicipal Manager 
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1.5 LEGISLATIVE BACKGROUND 


A comprehensive and elaborate system of monitoring performance of municipalities has been legislated 
and the system is intended to continuously monitor the performance of municipalities in fulfilling their 
developmental mandate. In this regard, the Municipal Planning and Performance Management Regulations 
TZODry^fipulate that a "MunicfpalitWP^ormance ManaqemenrSvstem entails a fra mewofRThat' describes 
and represents how the municipality’s cycle and processes of performance planning, monitoring, 
measurement, review and reporting and improvement will be conducted, organized and managed, 
including determining the roles of the different role players”. 

The Municipal Systems Act, No. 32 of 2000, states that a Municipality must- 

1. Develop a Performance Management System. 

2. Set targets, monitor and review performance based on indicators linked to their Integrated 
Development Plan (IDP). 

3. Publish an Annual Report on performance for the Councillors, staff, the public and other spheres of 
Government 

4. Conduct an internal audit of performance before tabling the report. 

5. Have their annual report audited by the Auditor-General. 

6. Involve the community in setting indicators and targets and reviewing municipal performance. 


re OVERVIEW of the municipality 

re.r Geographic Profile 

Lekwa-Teemane Local Municipality was established on 6 December 2000 and is made up of the 
disestablished municipalities of Christiana and Bloemhof. It is a Category B Municipality with a plenary 
executive system combined with a ward participatory system consisting of seven wards. There are 
fourteen councillors in total of which seven are ward councillors and seven PR councillors. The Lekwa- 
Teemane Local Municipality is also known as “NW 396” Local Municipality in the North West Province 
within the Bophirima District. It is neighbouring Mamusa, Maquassi Hills, Phokwane and Magareng 
Municipalities and it covers an area of approximately 3 681 km^. 
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1.6.2 Demographics 

According to census 2001, the municipality has a total population of ± 42967 of which the youth is 
13594. The Bloemhof unit is more populated with 58% of the total population. The population is 
distributed in the following manner: (STATSSA 2001) POPULATION STATISTICS AND SITUATION 
IN LEKW-TEEMANE (Stats SA. 

The population statistics reflected on the page is the results of the Community Survey conducted 
during 2007 in comparison with the Census results of 2001 

TOTAL POPULATION 


, ifehsus 2d01 


Comifniirt% Survey 


^ ' 

2007 

42 967 


32 809 



Total 42967 100% 
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Pd^uiliioirt 


Number ■ % 




IrtdiaS 






Level of Education 


Monthly Household Income 


Other level 
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Traditional Dwelling/Stracture made of 1 5,4 

traditional materials 

Flat In Block of Flats 0,3 

Town/cl us ter/semide tached 0,5 

house(simplex:duplex:trip!ex} 

Hous^Flat/Room In Back Yard 0,8 

Infornial DwelHng/Shack In Back Yard 6,8 

Not In Back Yard e.g. In Informal Settlement 6,0 
Room/ Flat let not In Back Yard but on a shared 0,5 
property' 

Caravan or Tent 0,4 

Private Ship/Boat 
Workers' Hostel (bedroom) 

Other 


TOTAL 








% OF HOSEHOLDS BY TYPEOF ENERGY/ FUEL USED FOR LIGHTING 



fpf. 


.Suf'vcy'AOQ^, 






"total 


100,0 


100,0 


% DISTRIBUTION OF HOUSEHOLD BY TYPE OF ENERGY USED FOR HEATING 


. iiscd tof'hc^ t 


1. • ij. . i . 

•. \ 

Coj*: " .1 

. . ■■: 

■ ■ 

■ ^!: 'i- ■ 

39,4 ■ - : 

0,4: ■ ■ 

58,7 

0,3 

..■ V:., '.J 



0,1 
, 0,1 
■ 0,3 

^ ,■ ■ "j ■ , " 1. 

TOTAL 


100,0 

100,0 


% DISTRIBUTION OF HOUSEHOLD BY TYPE OF ENERGY USED FOR COOKING 



DISTRIBUTION OF HOUSEHOLDS BY TYPE OF WATER SOURCE 


Water (access) 

Census 2001 

Community 
Survey 2007 

Piped Water 
- Inside the Dweiiing 

-30,0 

- 29,8 

-Inside the Yard 

-38,1 

- 30,2 

-From Access point outside 

-26,1 

- 21,0 

the yard 

Borehoie 

4,3 

134 

Spring 

- 

- 

Dam/Pooi 

0,9 

5,9 

River/Stream 

0,2 

- 

Water vendor 

0,1 

- 

Rain water tank 

0,1 

- 

Other 

0,3 

- 

TOTAL 

100,0 

100,0 
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¥g dfstdbutson of househoEds by %'Pe of refuse disposal 


Fuel used for^ heating 

Census 2001 

Community 

- Removed by Local 

■ - - - 


Authority/Private Co 



- at least once a week 

-2,6 

" 3,4 

- less often 

-0,5 


Communal Refuse Dump 

0,7 

- 

Own Refuse Dump 

81,2 

75,2 

No Rubbish Disposal 

14,9 

19,S 

Other 

- 

“ 


TOTAL 100,0 100,0 



















'2.1 PERFGRWAN,P,^'*i^G^^GHTS 

This table depicts performance highlights for three financial years and comparisons for 2008/09 2009/10 
and 2010/11. 


.... .j..,:.:i^.;2008/2008-A-iT.V../-.,. : 

.2009/2010 

— :2m 0/201 1- -. /. . 

Water supply 

Provided water to new 
extensions with 2400 H/H in 
Boitumelong and Utiwanang 

Raw water channels repaired 
in Christiana 

Water supply 

Water supply was restored at the 
following sections of Boitumelong: 

- Avalon 

- Extension 2 

- Madiba 

Bloemhof purification plants 
pumps were replaced and the 
storage facility cleared 

Water supply 

Water is supplied to all household 
in Lekwa-Teemane Local 
municipality except for 100 
household that are currently using 
two communal taps 

Identified certain sections of 
channel that needs repair. Large 
sections of irrigation channels 
already repaired. Irrigation water 
is being supplied when available 
at the abstraction point 

Water samples tested on daily 
basis by either municipality, Dairy 
Bell. Aqua Agri Solutions and 
health inspectors of DM 

Replacement of filters and filter 
sand number 2 in Bloemhof is 
completed 

Refuse removai 

Once a week for household 

At least twice a week for 
business 

Once a quarter for open 
space dumping 

Refuse removai 

Refuse removal services were 
extended to new areas namely: 

Boitumelong Extension 5 
Utiwanang Extension 5 

Refuse removal 

Lekwa-Teemane Local 

Municipality provide refuse 
removal services to 90% 
households and business 

Sanitation 

Bucket eradication project 
starting on 2400 households 
using buckets 

75% households use water- 
borne sewerage. 

Sanitation 

98% of buckets are eradicated 
and we currently have 96% of all 
our households, businesses and 
institutions using full water borne 
sewerage. The others are using 
septic tanks 

Sanitation 

98% of bucket systems are 
eradicated. Only 300 household 
still using bucket system in the 
whole municipality 

Electricity supply 

336 houses electrification 
project started in Geluksoord 

Facilitated electrification of 
Utiwanang and Boitumelong 
extensions 5s 

Electricity supply 

Electricity supply to Utiwanang 
extension 5 started by Eskom 

Geluksoord Extension 1 - 336 
houses were connected and 
supplied with electricity. 

Electocity supply 

Facilitation of the electrification of 
500 houses in Boitumelong ext 5 

Electrification of 100 houses in 
Christiana ext 9 departmentally 
through INEP grant 

Housing 

Christiana 600 allocated - 
209 connpleted 

Bloemhof ' out of 500, 221 
was completed and 279 are 
on blocked stage 

Received 1 000 new 
allocations 

Housing 

Christiana 600 project completed 

Lekwa Teemane 1000 project- 
485 houses completed 

Housing 

1000 approved & 770 build, 
rooftops, 24 Renta! units build 
awaiting windows 
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rTiiG 

Allocation v/as R 6,488, 

000. QO, Overall expenditure 
was R6, 527, 884.00 100.6% 

MIG Expenditure 

Allocated R9, 531 ,000.00 
expenditure was RG, 542, 899.34. 
Our performance in terms of MIG 
expenditure has improved a lot to 
an extent that in May 2010 we 
were already using the allocation 
for the 2010/2011 financial year. 
We managed to establish the 
PMU as well 

M\G Expenditure 

Allocated R10, 958,000.00 
expenditure was R10, 

805,165.68. expenditure of MIG 
was committed on the following 
projects: 

- paving of internal roads in 
Christiana (Boitumelong 

Coverdale) 

- Internal roads development at 
coverdale 

- Lekwa-Teemane PMU 



:-y pdate-of-Indl genl^Reoi-ster- 

-Update-oftheRndlgent-Repister— 

-U pdate-oft he-| n d iqenlxReq ister— 



3500 indigents registered 

The Indigent Register was 
updated and we used local youth 
to gather information from 
residents. 1200 new indlgents 
were registered through this 
initiative 

Provision of free basic services 
such as water and electricity to 
registered indigents. 



The municipality is doing very well when it comes to the provision of mier to the community, there is also 
persistent water sample test on a daily basis to ensure that clean water is provided. 

According to the reported information the municipality has the capacity to collect refuse in all areas within 
its jurisdiction including business except for Boitumelong ext 5 due to lack adequate personnel and 
machines 

In provision of electricity the municipality managed to facilitate electrification of 500 household in 
Boitumelong and 100 households in extension 9 Christiana 

In the financial year under review the municipality has managed to complete 77% of the total target as 
compared to the two previous years, 

2.2 PERFORMANCE REPORTING 

2,2.1 KPA1: MUNICIPAL BASIC SERVICE DELIVERY 

This KPA deals with access to water, sanitation, electricity etc. Its main focus area is to provide basic 
service delivery and a clean, safe and healthy municipality. Universal access to quality, affordable and 
reliable municipal services (e.g. water, sanitation, electricity, refuse removal, roads) 


Key; . 

^ perfprman :■ ' 
cearea".'- 

: Corporate 
Objectives 

■;’Key ;; ' 

f perfonban 
ce 

Indicator 

Annual . 

. target , ; . , 

Actuar,4 

.'l^rforraance 

Reasons for 
deviation V'4 A 

Possible 
solutions 7 

E^4dence 

Municipal 

Basic 

Service 

Delivery 

Provision of 
Electricity 
(Municipalit 
y)to 

Christiana 
Ext. 9 

100 

Househol 
ds to be 
provided 
with 

Electricity 
(1 project) 

100 

Househol 

ds 

provided 

by 

Electricity 
by June 
2011. 

Departmental 

project. 

Holes dug for 
poles and all 
poles 
planted. 

Bundle 
conductor 
attached to 
poles and 
airdac to all 
houses. 
Budget- R 

624 000.00 
Exp " R 234 
669.57 

37.6% spent. 

. Item 

Supply of 20 
amp pre-paid 
meters 
problematic 
but are being 
attended to. 

Finalization 
of purchase 
of prepaid 
meters to 
be installed 
as well as 
vending 
stations for 
both 

Bloemhof 

and 

Christiana 

Presentatio 
n by 
possible 
supplier 
arranged 

Quotes 

obtained. 

Material 

ordered. 

Project 

commence 

d in early 

January 

2010. Coun 

cil 

resolution 
on prepaid 
meters 
obtained. 
Letters 
written to 
role players 
to identify 
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Key 

perfbrman 
ce area 

Corporate, 
object tyes 

Key , 

performan 

ce 

indicator 

Annual 

target 

Actuaf 

li^rfbrmance 

Reasons for 
deviaiion 

Possible ; 
solutions 

Evidence 





prepared for 
Council and 
resolution 
obtained. 


for the next 

financial 

year. 

dates for 

presentatio 

n 

Municipal 

Basic 

Service 

Delivery 

Facilitation 

of 

Electricity 

—/'Pd.knnn.^ 

Electrifica 
tion of 

1200 

.-hnf.[Qpi.h.nl - 

1200 

Units 

electrified 

at 

Way leave 
signed and 
handed to 

Esknm 

Corresponde 
nee received 
from Eskom 
- fhai -there 

Discussion 
of progress 
at next 

Copy of 

way-leave 

agreement. 

—Oanfrrmatin . 




dii 

Boitumelo 
ng Ext 5 

LJUItUI 1 ECJO 

ng Ext 5. 

received 
from Eskom 
indicate that 
project will 
start in 
2011/2012. 
According to 
info only 500 
houses to be 
electrified. 

Vifuuivi 

shortfall of 

700 houses. 

(_j yy 

■ Oi Ui 1 ■ 

meeting. 
Possibility 
that project 
will start 
early in the 
2011/2012 
financial 
year. 

i i 

from 

Eskom for 
500 houses 
to be 

electrified. 

Municipal 

Basic 

Service 

Delivery 

Provision of 
electricity 
(Municipalit 
y)to 

Geluksoord 
Ext. 2 

1000 
empty 
erven not 
electrified 
in 

Geluksoor 
d Ext. 2 

Funding 

for 

electrificat 
ion of 

1000 

units 

secured. 

Application 
forwarded to 
Ingplan for 
completion 
and 

submitted to 
DOE. Budget 
amount 
unknown. 

DM has 
budgeted for 
the 

infrastructure 

of 

Geluksoord 

Ext 2 for the 
2011/2012 
financial 
year. 

Township 
establishmen 
t not 

completed 
and could 
delay the 
project. 

Township 
establishmen 
t, bulk 

services still 
outstanding. 

Awaiting 
outcome of 
application 
submitted 
to DOE. 
Discussed 
issue with 
DOE and 
meeting on 
20 

September 
2010 and 
application 
resubmitted 
. Request 
to DM to 
verify that 
their project 
is to start 

soon 

outstanding 
. Response 
outstanding 
although 

DM is 
presently 
busy with 
planning of 
water and 

sewer 
projects in 
the 

identified 

area. 

Finalization 

of 

Township 
establishm 
ent will 
speed up 
constructio 

n. 

Delivered. 
After 
meeting 
held with 
DOE 

additional 

application 

submitted. 
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Key . 
perform an 
ce 3 res 

Corporate 

objectives 

Key 

perfonman 

ce 

indicator 

Annual 

target 

Actual 

performance ' 

Reasons for 
devtation 

Possible 

solutions 

Evidence 


rv^unicipa! 

Basic 

Service 

DeEivery 

Sustain 
supply of 
electricity to 
Bloemhof, 
Geluksoord 
and 

Christiana 

Ensure 

sustainabf 

e 

electricity 
supply to 
househo! 
ds 

All 

houses 
supplied 
by the 
Municipali 

ty 

provided 

with 

Monthly 
maintenance 
of networks 
and repairs 
as and when 
required. 

New 

transformer 

Steady 
supply of 
electricity to 
both 

Christiana 

and 

Bloemhof 
very risky as 

thpTP \<^ nn 

Maintsnanc 
e plan to be 
compiled. 
Due to 
lightning 
damages 
incurred at 
both 

Ghr[<=itiana 

Draft Plan 
compiled 
and is to be 
discussed 
at next 
portfolio 
committee 
meeting. 













e 

electricity 

supply. 

installed”^ 
abstraction 
point in 
Bloemhof 
and 500 KW 
mini subs at 
Spar, 

Christiana. 

“protection on 
our side. 

and 

Bloemhof 

substations 

repair 

should take 
place. 

Outcome of 

adjudicatio 

n is still 

awaited. 

Quotations 

obtained 

and 

incidents 
reported to 
insurance 
company. 
Tenders 
invited for 
the repair 
of electrical 
substations 
. Outcome 
of 

adjudicatio 
n is still 
awaited. 


I 

Municspal 

Basse 

Service 

Delivery 

Facilitation 
of water 
supply to 
1000 of 
Geluksoord 
households 
with no 
access to 
basic water 

Number 

of 

househol 
ds with 
access to 
water. 

1000 
units with 
access to 
basic 
water. 

Project plan 
received 
from DM. 
Budget 
Enquiries are 
being made 
on monthly 
basis. 
Consulting 
engineer has 
visited the 
site and 
obtained 
layout plans. 
Township 
establishmen 
t could delay 
the project. 

Township 
establishmen 
t not 

completed 

yet- 

Discussion 
s with DM 
in order to 
fast track 
project. 
Project plan 
to be 

discussed 
with DM. 
According 
to the DM 
the 

consultants 
have been 
appointed 
and it is 
envisaged 
that the 
project will 
commence 
early in 

2011. D M 
to provide 
details of 
progress on 
project. 

DM Budget 
-R 15 950 
00 (For 

Both) 

Exp - R 0 
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Keyf 

Corporate 

Key - 

Annual 

Actual 

Reasons for ; 

Pbssibie 

Evidence 

perform an 

objectives 

perforrnan 

tariget ^ 

pefformance 

deviation 

solutions 


ce area 


ce 








indIcMor 






Municipal 

Raw water 

Repaired 

Water 

Identified 

At this stage 

Extend 

Expenditur 

Basic 

channels 

water 

channel 

certain 

it is unclear 

EPWP 

e vouchers 

Service 

niaintenanc 

channels 

repaired 

sections of 

what 

program to 

and 

Deiiveiy 

e 

in 

by Nov. 

channel that 

damages 

irrigation 

contracts of 



Christiana 

2010 and 

needs repair. 

were done to 

channels. 

employmen 




then 

Large 

the irrigation 

Irrigation 

t. 




ongoing. 

sections of 

channels by 

water is 






irrigation 

the flooding 

being 






chflnnpJs 


siinnl-iprl 






repaired. 

inaccessible. 

available at 






Irrigation 

Rainy 

the 






water is 

weather and 

abstraction 






being 

public 

point. CCP 






supplied 

holidays 

will be used 






when 

hampered 

to clear 






available at 
the 

abstraction 
point. Budget 
-R 

140 000.00 
Exp - R 

46 935.02 

33.5 % 
spent Five 
contract 
workers 
appointed to 
clear 

channels .D 

M budget 
made 

provision for 
upgrade of 
irrigation 
channels but 
abstraction 
point should 
get 

preference. 

progress. 

channels. 


Municipal 

Upgrading 

Km of 

7km 

About 1400 

Envisaged 7 

About 2000 

Claims 

Basic 

of internal 

roads 

upgraded 

meters 

km to be 

meters in 

submitted 

Service 

roads( 70 

upgraded 

paved in 

reduced to 

Boitumelon 

for 

Delivery 

KM in bad 

at 


Coverdale 

4.0 km 

: g phase 2 

payment. 


state) 

Bloemhof 


and phase 1 

because of 

will be 

E-mails 



and 


of the project 

overspending 

completed 

sent to all 



Coverdale 


is completed. 

on two other 

during 

role 





Amount of R 

projects 

2010/2011 

players. 





4 925 827.36 

About 1400 

MIG 






spent .About 

meters 

financial 






3000 meters 

paving laid in 

year. 






paved in 

Coverdale 

Scope of 






Boitumelong. 

and 3000 

work 






Amount of 

meters 

changed. 






RIO, 3401 91. 

completed in 







03 

Boitumelong. 







spent .Repre 

Inclement 







sent 94.36% 

weather 







of tranche 

hampers 







payments of 
RIO 

progress. 
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Key 

performan 
ce area 

Corporate 

objectives 

Key 

perform an 
ce 

indicator 

Annual 

target 

Actual 

performance 

Reasons for 
deviatEon 

Possible 

sclutions 

Evidence 






958 000.00 
received out 
of total 
allocation of 

R 

10 958 000.0 

0 for the 
financial 









year 





MunfcipaS 

Basse 

ServEce 

DeHvery 

n^’^ntenanc 
e of internal 
roads on 
regular 
basis 

Develope 
d and 
implemen 
ted plan 
for 

grading 

and 

patching 
of ZOkm 
road. 

TJkm 
graded 
and filled 

^Roads 
cleaned 
(dumping) in 
Utlwanang. 
Road to CTA 
dumping site 
completed, 
approximate! 
yZOOO 
meters 
graded. 

insufficient 
machinery 
and grader 
presently in 
use in 

Boitumelong 
in for repairs 
to gearbox. 
Both grader 
operators in 
both 

Bloemhof 

and 

Christiana 

appointed. 

Bloemhof 

grader broke 

and is in 

process of 

being 

repaired. 

Grader 

operator 

appointed 

recently 

needs 

training. 

Rainy 

weather 

hampers 

progress. 

nnsutticient 
machinen/ 
but is being 
attended to. 
New grader 
received 
during 
November 
2010. 
Training to 
be 

arranged 
for grader 
operator via 
Taung 
offices of 
Public 

Works. 
Grader 
operator 
will be 
placed on 
terms to 
improve on 
service 
delivery. 

“l_ayout 
plans of 
graded and 
repaired 
areas. 


Municipal 

Basic 

Service 

De Si very 

Facilitate 

the 

upgrade of 

water 

purification 

plants in 

Bloemhof 

and 

Christiana 

Prepared 

and 

submitted 
applicatio 
n to DM. 

Report on 
facilitation 

Arrangement 
s made to 
replace filters 
and filter 
sand in filter 
no 2 at 
Bloemhof 
plant. This 
has now 
been 

completed. 
Letter written 
to DM to 
avail portion 
of equitable 
share to LM. 

Awaiting 
payment of 
damaged 
equipment as 
the result of 
the flooding. 
Payment for 
damaged 
equipment 
with DM and 
will be 
claimed as 

soon as 
equipment 
has been 
replaced. 

SLA 

entered into 
with DM. 
Portion of 
the 

equitable 

share 

allocated to 
the DM 
should be 
transferred 
to the LM 
especially 
the portion 
earmarked 
for indigent 
support 

Correspond 
ence and 
signed 

SLA. Letter 
to DM with 
regard to 
portion of 
equitable 
share. 

MunicipaS 

Basic 

Service 

Delivery 

Maintenanc 
e of 1468 
streetlights 

Number 
of street 
lights 
regularly 

Streetlight 
s repaired 
within 7 
days of 

Maintenance 

schedule 

developed 

and 

Financial 
constraints. 
Cherry picker 
breaks on 

Provision of 
necessary 
equipment 
such as 

Street light 
maintenanc 
e lists and 
printed GS 
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performan 
ce area 

Corporate 

oBjectiyes 

Key > 
performan 

indicator 

Annuaf ; 
target 

Actual 

performance 

Reasons for 
deviation 

Possible 

solutions 

Eyidehpe ; 



maintaine 
d within 7 
working 
days. 

reporting. 

maintained 
regularly. 
CTA-41 2-1 1 1 
BLHF-025-75 

UTLW-107- 

58 

BOIT-220-58 

continual 
basis. 
Bioemhof 
cheery picker 
in much 
better 
condition 
than the one 

jrf I jri 

cherry 
pickers. 
Additional 
official to 
be 

appointed 
for the 
maintenanc 

A nf 

560. 





16 

C/DALE-45- 

24 

SALAM-33-9 

351 

Street lights 
attended to. 

Budget ~ R 
295 000.00 
EXR-R 
66240.50 
22.45 % 


Cherry 
picker to be 
included in 
2011/2012 
capital 
budget. 


Municipal 

Basic 

Service 

Delivery 

Install high 
mast lights 
in newly 
developed 
areas 

Number 
of high 
mast 
lights to 
be 

installed 
in all 

residential 

areas 

8 lights 
installed 

Quotes 
requested 
and received. 
Quotes are 
being 
evaluated. 
Decided on 

20 meter 
lights. 

Lighting 
technician 
requested to 
identify spots 
for erection 
of high masts 
in 

conjunction 
with provider 
of poles and 
Eskom. 

Letter to this 
effect has 
been 

forwarded to 
both Eskom 
Centra! and 
Northwest. 
Specification 
s sent to 

SCM Unit for 
tender 
purposes. 
Tender 
advertisemen 
t placed in 
newspapers 
with briefing 

Tender 
process not 
unfolding. 

Obtaining 
of quotes 
and 

evaluation. 
Method of 
financing 
purchase 
and 

procedure 
to be 
followed 
needs to be 
addressed. 
Identificatio 
n of exact 
points to 
place high 
mast lights 
to be 

requested 
from both 
Eskom 
Central and 
North West. 
Proceed 
with tender 
process as 
matter of 
urgency. 
Financing 
of project to 
be attended 
to. 

Request for 

quotes and 

quoted 

received. 

Emails 

sent. 

Tender 

advertisem 

ent and 

tender 

documentat 

ion. 
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Key 

perfarman 
ce area 

Corporate 

objectives 

Key 

performan 

ce 

indicator 

Annual 

target 

ActLfal 

performance 

Reasons for 
deviation 

Possible 

solutions 

Evidence 






cession held 
on 30 May 
2011 and^ 
dosing date 
of 10 June 

201 1 . 

Adjudication 
of tender 








outstanding. 






fVfunictpa^ 

Basic 

Service 

DeHvery 

Upgrading 

and 

maintenanc 
e of Prince 
Street 
Bloemhof 

Paved 

intersectio 

n 

Excel 

intersectio 

n paved. 

Engage 

Public 

Works 

Some 
sections of 
intersection 
breaking up 
but letter to 
this effect 
have been 
sent to the 
Contractor. 
Visit 

SANRAL in 
Pretoria in 
order to 
request 
assistance 
with possible 
resealing of 
Prince street 
but not 
successful. 

Sanral 
indicate that 
they would 
not assist. 

Project in 
Boitumelon 
g has 

started and 
is 

progressing 
according 
to project 
plan. 

Correspond 

ence 

directed to 
Contractor 
to fix 

problematic 
areas as 

per 

instruction 

during 

retention 

period. 

Assistance 

to be 

sought from 

SANRAL 

for the 

project 

proposal 

/application 

to NT 

or/and MiG. 

Report of 
visit 

forwarded 
to MM as 
well as the 
response 
received 
from 

Sanral. 

i 

Municipal 

Basic 

Service 

Delivery 

Facilitate p 
urchase of 

a new 
grader 

Purchase 
d new 
grader 

Acquire a 

new 

grader 

Grader 
obtained and 
is 

operational. 

None. 

Financial 

constraints 

overcome. 

None, 
target 
realized. 
Impact of 
newly 
acquired 
grader will 
be reported 
on next 
month. 

HP 

agreement. 


19 




K&y ^ 
performan 
ce area 

Corpprate 

objective^ 

Key ^ 
performan 
' ce 

indicator 

Annual 

targM 

Aqtual 

performance 

Reasons for 
deviation 

Possible 

solutions 

Evidence 


Municrpaf 

Basic 

Service 

Deiivery 

Solicit 
funding for 
the 

upgrading 
of water 
and 

electricity 

networks 

Number 

of 

applicatio 

n 

submitted 
to DME, 
DWAF 
and 

n D-Q A 

2 

Business 

plan 

submitted 
and report 
on Funds 
facilitation 

None will 

revisit 

applications 

submitted 

previously. 

Corresponde 

nee 

forwarded to 

None. No 
feedback. 

Application 
s for 

funding or 
grants to be 
completed 
and 

submitted 
before end 

rnr' on-l i 

None 



from 

umE/u)fvh 

F/DBSA 

UtSoA. 


Ljepi QT 

[^1 rei yy. 
Application is 
receiving 
attention. 


/_U I E 

1 Oi 1 lOvV 

financial 

year. 

Profession a 

1 

consultants 
should be 
tasked to 
apply for 
funding at 
all available 
institutions. 


. 

Municipal 

Basic 

Service 

Delivery 

Facilitate 

the 

waterborne 
sewerage 
connection 
s in 

Christiana 

Applicatio 

ns 

submiitted 
to DME, 
DBSA 
and 

DWAF 

Report on 

funds 

facilitation 

Tenders 
invited. 
Adjudication 
of tender 
outstanding. 

New 

applications 
to be 

submitted for 
this 

objective. 
Tender 
process not 
proceeding 
as it should. 

Application 
s for 

funding or 
grants to be 
completed 
and 

submitted 
before end 
February 
2011 for 

new 

financial 
year once 
the tenders 
for NDPG 
have been 
finalized. 

The tender 
process 
needs to be 
finalized 
quickly. 

Tender 

documentat 

ion. 

Municipal 

Basic 

Service 

Delivery 

Managing 

and 

monitoring 
of water 
quality 

Testing 
on a daily 
basis 

Provision 
of quality 
water 

Water 
samples 
tested on 
daily basis by 
either 

municipality, 
Dairy Bell. 
Aqua Agri 
Solutions 
and health 
inspectors of 
DM 

None ! 

None. 

Frequent 

reports 

received in 

connection 

with water 

quality. 

Health 

inspector 

from 

Bloemhof 
roped in 
and is 
giving 
assistance 
in this 
regard. 

Results of 
water tests 
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Ksy 

psi^ornisn 
ce area 

'Corporate 

objectives 

Key 

performan 

GO 

indicator 

Annual 

target 

Actual 

performance 

Reasons for - 
deviation 

Possible 

solutions 

Evidence' 







Official of 

V\WTP also 

giving 

assistance 

at the 

purification 

plant 


^unscipal 

-Basic 

Operation 

and 

Operation 
and 

O&M plan 
-approved— 

Draft Plan 

None 

Draft Plan 
- com pleted — 

Draft Plan 
-eempletedr- 





Gun rpic;t.t7U' ■ ■ 



Sewice 

Delivery 

maintenanc 
e of 

infrastructur 

e 

maintena 
nee plan 
available 


and ready for 
discussion at 
portfolio 
committee 
level once 
the newly 
elected 

Council is in 
place. 


and ready 
for 

discussion 
at portfolio 
committee. 


Revenue 

Protection 

Dilapidated 
electricity 
and water 
networks 

Facilitate 

funds 

through 

NDPG to 

upgrade 

networks 

NDPG 

approval 

for 

2011/201 

2 

Tenders in 
this regard 
placed. 

Closing date 
for tenders 
extended. 
Adjudication 
outstanding. 

Tenders not 
finalized. 

Tenders in 
this regard 
placed. 
Finalization 
of tender 
process 
and 
adjudicatio 
n. 

Tender 

documents 

yunidpaS 
Basic 
Service 
: Delivery 

Provide 
free basic 
services to 
all 

registered 

indigents 

Update 

indigent 

register 

and 

provide 9 
kl water 
and 50 
kwh 

electricity 
to all 

registered 

indigents 

Update 

indigent 

register 

(Financial 

function) 

and 

provide 9 
kl water 
and 50 
kwh 

electricity 
to all 

registered 

indigents. 

Provide 
services to 
registered 
^ indigents. At 
this stage we 
will stick to 

50 Kwh per 
month up 
until the cost 
implication of 
70 Kwh is 
investigated. 

None 

Updating of 
indigent 
register to 
include all 
indigents. 

Expenditur 
e vouchers 
and 

journals. 

Municipal 

Basic 

Service 

Deiivery 

Electricity 
loss at 1 5% 

Investigat 

e al! 

prepaid 

meters 

through 

Actaris / 

Itron 

Af! meters 
sealed 

Bulk meter to 
Geluksoord 
readings to 
be taken 
monthly by 
meter 
readers. 
Purchase 
patterns to 
be obtained 
from Iton on 
monthly 
basis and 
scrutinized 
as to 
ascertain 
which 

households 
do not 
purchase 

None 

Consider 

the 

proposal for 

metering 

audit 

submitted 

by Ingplan, 

Change to 

another 

vending 

system, 

Repfaceme 

nt of broken 

meters. 

Tenders 

invited for 

the 

Revenue 

Enhancem 

ent 

Meter 

readings 
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Key; - 
perform an 
ce area ; 

Corporate 

objectives 

performan 

ce 

indicator 

Annual 

target 

Actual 

performance 

Reasons for; ' 
deviatrpn 

Possible: 1 

solutions i 

Evidence 





and these 
households 
investigated 
and meters 
sealed. 
Discussed 
issue with 
Ingplan and 


Initiative 
with closing 
date 06 

June 2011. 






reqidresieQ to — 

proposal for 
a metering 
audit 

(electricity) 

This will be 

discussed 

with MM. 

Letters 

written in 

order to 

remove flood 

lights in 

Bloemhof 

attached to 

municipal 

network. 

Tenders 

invited for the 

Revenue 

Enhancemen 

t Initiative. 

Including 

automated 

meter 

readings. 




Good 

Governan 

ce 

Service 

level 

Agreement 
s on Bulk 
Water and 
Bulk 

Sanitation 

Signed 

SLA. 

Water 

SLA 

Sanitation 

SLA 

Agreement 

signed. 

None 

None. 

Signed SLA 
with DM. 

Monthly 
Department 
a! Meetings 

12 

Meetings 

per 

departme 

nt 

12 

meetings 
held by 
June 

2011. 

4 Sectional 
meeting held 
with 

supervisors 
once a 

month. 

None 

None 

Minutes 

Good 

Governan 

ce 

Gommunic 
ation with 
community 
regarding 
programs in 
the 

department 

Signing of 
SLA's 

Implemen 
tation of 
SLA^s 

Signed & 

Implemented 

SLA's 



Signed 

Service 

level 

agreements 

Municipal 

Basic 

Service 

Delivery 

Provide 

Refuse 

Removal 

Services 

Maintain 

the 

existing 

service 

and 

All areas 
serviced 
by end 

Sept 2010 

Refuse is 
being 

collected at 
all areas, 
expect in 

Equipment 
breakages, 
no access 
roads 

Partnership 

with 

recycling 
companies 
on refuse 

Approved 
and Signed 
work 

schedules 
by Dir. 
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Key 

performan 
oe area 

Gorparate 

objectives 

Key 

performan 

ce 

Indicatof 

Annual 

target 

Actual 

performance 

Reasons for 
deviation 

Possible 

solutions 

Evldersce 



extend to 

ne'w 

areas 


some 
sections of 
Extension 5 
in Bioemhof 


removal 
service for 
illegal 
dumping. 

Community 
Sen/ ices 

Good 

Governan 

ce 

Review of 
waste 
manageme 
nt pfan 

Reviev^/ 
and adopt 
nev^ 

waste 

Feb 2011 
Reviewed 
and 

adopted 

Letter written 
to the DRSM 
to assist Vv^ith 
the revievv/ of 

Confusion 
about who 
should take 
responsibility 
, -DRSM or- - 

Municipality 
to appoint 
Waste 
Manageme 

Motivation 
to DRSM 



mari a gem 

new 

VvIVir^ 

■1 It ■ ■ 




ent plan 

waste 
managem 
ent plan. 


Municipaiity. 

Consultants 

for 

assistance. 


yunfcipal 

Basic 

Service 

DeSivery 

Facilitate 

Housing 

No of 

Houses 

built 

Unblocke 
d projects 

1000 

Units to 
be 

complete 
d by 

March 

2011. 

1997 

housing 

Project 

1000 

approved ^ 
770 build, 
rooftops, 24 
Rental units 
build 
awaiting 
windows 

Meeting with 
human 
settlements 
was held and 
a promise of 
new 

allocations 
was made, 
on condition 
the 

contractor 
finishes the 
set target of 

1 84 houses 
by the end of 
June 2011 

Everything 

was 

submitted to 
the 

department 
for approval 

Provincial 

competency 

Provincial 

Competency 

Speedy 
paymet of 
consultants 
& 

contractors 

by 

province. 

Completed 

signed 

happy 

letters 

Written 
Letters/corr 
espondenc 
es to 
province 

fViunicipal 

Basic 

Service 

Delivery 

Provision of 
cemeteries 

Establish 
mentand 
enlargem 
ent of 
cemeterie 

s 

Establish 
ment and 
enlargem 
ent of 
cemeterie 
s by 

March 

2011. 

lOha 

identified for 
establishmen 
t in 

Utiwanang & 
included in 
LUMS/SDF 
for both 
towns. Aval la 
ble layout 
plans, only 

Fund to 
perform EIA 

S. geotech 

Partnership 
must be 
formed with 
undertakers 

Available 
layout 
plans, copie 
s of EIA 
reports & 
invoices 


23 



J<&y : : 

perforin an 
ce area 

Corporate 

objectives' 

;Key r;; 
perForman 

: ce.-' 

indicator 

Annual 

target 

Actual 

performance 

Reasons for 
deviation 

Possible 

solutions 

Evidence / 






Christiana 

EIA invoices 

are 

processed 
for payment 
as a matter 
of urgency 





Municipal 

Facilitate 

Construct 

1 

Principal 

Commitees 

Municipality 

Signed 


Basic 

access to 

library at 

Construct 

artichetcs 

not adhering 

to fund the 

St^'with 


Service 

Library 

Utlwanan 

ed library 

were 

to -Snoofy 

nroieof fi'om 

the 



D’eii 1 y i y 

facilities 

g 

at 

appointed 

chain 

Its own 

Principal 




Utlwanan 


management 

coffers. 

artichects 




g* 


procedures. 








Projects 

Commitees 






Advert for 

funds utilised 

must 






appointment 

bthe 

evaluate 






of contractor 

municipality 

and 






was 

for other 

adjudicate 






published on 

projects 

documents 






newspapers 


in time 


Municipal 

Upgrading 

Allocation 

2 

An proposal 

No funds 

Appoint a 

Letters to 

Basic 

of sports 

of 2 

appointed 

for funding 

available, 

consultant 

possible 

Service 

facilities 

caretaker 

caretaker 

was placed 

allocated 

to source 

funders. 

Delivery 


s from 

s. 

with the 

funds were 

out funding 




within 


department 

used in 

at private 




each with 


of Sports & 

upgrading of 

funders & 




a team of 


Recreation, 

roads. 

utilization of 




workers. 


still no 


1% of MIG 






response. 


funding 


Municipal 

Maintenanc 

Useable 

2 

Grass cutting 

Coverdale,G 

Signed a 

Caretakers 

Basic 

e and 

facilities(B 

Regularly 

at 

eiuksoord 

mem Grand 

contracts 

Service 

Manageme 

asic level 

maintene 

Boitumelong 

and 

urn of 


Delivery 

nt of 

of 

d 

& Utiwanang 

Boitumelong 

understand! 



recreational 

standard) 

recreation 

stadiums. 

sports 

ng with 



facilities. 


al 


facilities are 

local teams 





facilities. 

Contracted 

badly 

to take care 






signed with 

vandalised, th 

of our 






one 

ey need 

sports 






volunteer to 
be used as a 
caretaker 

upgrading 

facilities 


Municipal 

Municipality 

Develop 

Jo take 

TMT 

investigation 

Before take ^ 

Signed 

Basic 

to render 

and 

over TMT 

contract 

s revealed 

over, 

SLAV'S 

Service 

traffic 

implemen 

June 

renewed for 

that we are 

procureme 


Delivery 

speed 

t a 

2011 

extra 2yrs 

not ready to ; 

nt of 



camera 

takeover 



take over the 

working 



service 

plan. 



services now 

equipment 
s must be 







I 

key, 

appointmen 
t of T raffic 
officers St. 
two clerks 
to handle 
back office. 


Municipal 

Upgrading 

Two 

Two 

Agreement 

Funds 

Municipality 

Signed 

Basic 

and 

testing 

testing 

by TMT to 


must fund 

MOU 

Service 

Delivery 

reopening 

stations 

stations 

upgrade 


Christiana 
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Key 

perform an 
ce area 

Corporate 

objectives 

Key 

performan 

ce 

indicator 

Annual 

target 

Actual 

performance 

Reasons for 
deviation 

Possible 

solutions 

Evidence 



of vehicle 

testing 

stations 

opened 
and in 
operation 

opened 
and in 
operation 
by Jan 
2011. 

Bioemhof 

stations. 


station 


MunicspaS 

Basic 

Service 

Deliverv 

T raffic law 

enforcemen 

t 

Keplacem 
ent of old 
signs and 

New 

signs and 
markings 

Achieved, 
painted by 

Dec 2010^. 

Ill-disciplined 
officers, no 
strict 

Disciplinary 
actions for 

non- 

Gompliance— 

Signed 

Contracts 

by 

o 1 1 n nl ijcuro 



renew 


— s up© rVTs ion 

— buppEiers - 





markings 
Officers to 
draw and 
implemen 
tPOA 
with 
specific 
targets on 
issuing of 
warnings 
and fines 

Set 

targets as 
per POA 
achieved 

T arget set on 
monthly 
basis and a 
drafted POA 

by the 
manager. 

, separate 
manageme 
nt for each 
station both 
reporting to 
the Director 




2.2.2 KPA2: LOCAL ECONOMIC DEVELOPMENT 


This KPA deals with thriving and vibrant local economy and neighborhoods, ongoing programnne of 
contributing to the development of an employable, educated and skilled citizen. Facilitation of job creation 
and access to business opportunities. 


Key 

perFontsan: 

cearea 

Corporate 

■.objectives 

Key 

perForman ! 

Indicator 

Ann'uaf 

target 

':Actual ■ ■■ 0 ■ ; 

petformance 

Reasons for.. . 
deviatio.n , ' 

Possible 

■: solutions 

'Evidence 

Local 

Economic 

Developm 

ent 

Coordination 
8l Support to 
all local 
SMMEs 8. 
Cooperative 
s 

Sustainab 

le 

coordinati 
on & 

support to 

SMMEs 

and 

cooperati 

ve’s 

24 

SMMPs 

registered 

annually. 

24 SMMEs 
registered. 



List of 
newly 
registered 
SMME^s 
from SEDA 

No. of 
SMMEs 
capacitate 
d with 
skills 

1 SMMEs 
capacitate 
d with 
skill. 

Retsogile 

Goat farming 
was 

capacitated 
with farming 
skills and 
supported by 
grazing camp 



Attendance 
register & 
Minutes 

Promote 

Tourism 

Establish 

ed 

Lekwa- 

Teemane 

Tourism 

Ass, 

1 

Establish 

ed 

Lekwa- 

Teemane 

Tourism 

Ass. 

One tourism 

Association 

established, 

Promote 

Tourism 

Established 

Lekwa- 

Teemane 

Tourism 

Ass. 

1 

Established 

Lekwa- 

Teemane 

Tourism 

Ass. 

Coordinatio 
n of 

cooperative 
s and 

SMME. 

Establish 
ed co- 
operative 
s 

2 

Establish 
ed co- 
operative 
s. 

Cooperative’ 

s 

established. 



CIPRO 

certificate 
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To 

establish 
developme 
nt agency 

Establish 

LTDA to 

develop 

marketing 

strategy 

and 

promote 

investmen 

t 

1 

Establish 

ed 

developm 

ent 

agency 
funded by 
[DC, 

DA 

established, 

Administrator 

appointed, 

Project 

Manager 

interviewed, 

council 

appointed 

Chairperson 



Appointme 
nt letters 

Staffing 

No. of 

1 staff 

Not achieved 

No Funding 

Developme 

Appointme 



! ED unit 

- staff- 
members 
appointed 

mp.mhp.r 

appointed 



. nt aQRO-cv^ 
to assist 
with project 
plans 

nt iBtters 


Staffing 

General 

Workers 

team 

Number 
of Staff to 
be 

appointed 

22 

Only 22 post 
were 

advertised 

and 

shortlisted. 

Unfounded 

mandate 

from 

politicians 

Number of 
workers to 
be 

increased 
on quarterly 
basis 

Copy of 
adverts 

Staffing of 

Traffic 

ofhcers 

Staff to be 
appointed 

2 

Not achieved 

No Funding 

To be 
absorb 
other two 
TMT 
members 

on 

permanent 

basis. 

Appointme 
nt letters 


2.2.3 KPA 3: MUNICIPAL TRANSFORMATION & ORGANISATIONAL DEVELOPMENT 

This KPA deals with municipal organizational transformation and improvement on filling of critical vacant 
posts of the municipality with skilled, experienced and qualified personnel. This KPA further covers 
implementation of employment equity plans and the implementation of Works Skills Development Plan 
(WSP) and its expenditure. 


petifbjmi:?; 

lice 

I 

perform a 

indibatoT: 

■ ■ ■ 

iijSeitfQrmanqSi 

Reasons fnbr 

Po^ssible ;^ ; 

Evidence 

Municipal 

Employee 

Improve 

2 

- A workshop 

Almost all 

The 

Attendance 

Transform 

Assistance 

employee's 

Workshop 

confirmed for 

employees 

municipality 

registers. 

ation & 

Organisatf 

onal 

Developm 

ent 

Policy 

personal 
growth and 
provide 
employee 
counseling. 

s 

29 June with 
Dept, Soc. 
Dev, on 
Alcohol and 
Drugs abuse. 

- Health 

Tests on 
H3V/AIDS; 
Diabetes and 
High Blood 
arranged for 
employees 
who 

volunteered 
on that 
(21/06/2011) 

refused 
HIV/AIDS 
testing in 
Christiana. 

should 
adopt 
Employee 
Wellness 
Week at 
least once 
in a 

quarter. 


Municipa 

Employmen 

Adopted 

Annual 

A draft EEP 

The council 

Ensure that 

Adopted 

I 

Transfer 

t Equity 

EEP 

Reviewed 
of Targets 

is available. 

meeting to 
approve the 

our 

Employmen 

EEP. 
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Key 

perfqrfna 

nee area 

Corporate 

objectives 

Key 

performs 

■ nee 

Indicator 

Annual 

target 

Actual 

performanc 

e 

Reasons for 

deviation 

Possible 

solutions 

Evidence 


rnation 

Organlsa 

tional 

Develop 

ment 





EEP will be 
in the next 
Financial 
Year. 

t Equity 
Report is 
submitted 
to next 
council. 


Functionalit 

Revive 

Fully 

-fune-tionai - 

No meetings 
held. 

Schedule 
-not foitewed- 

The LLF is 
-scheduled — 

Notice of 

LL-F 



y OT LLl 

fon ctional - 



improved 

LLF 

LLF 


due to 
unavailabiiit 
y of some 
members. 

Tor the 30 
June 201 1 . 
There are 
proposed 
dates/ 
schedule 
for LLF 
approval. 

meetings. 


WSP 

revievi/ 

Reviewed 
WSP and 
implemen 
tation 

Reviewed 
WSP by 
Sept. 201 

0 

Draft WSP is 
ready for 
adoption by 
council 
before end 
June 2011. 

The council 
meeting to 
approve the 
WSP will be 
in the next 
Financial 
Year. 

Source 
funds to 
DBSA 
&LGSETA 

Approved 

training 

plan 

Internal 

communica 

tion 

Improve 
quality of 
Internal 
newsletter 
and 

DIstributio 

n 

4 

Improved 

internal 

newsletter 

Last 

publication 
vi/as on the 

30^^ of March 
201 1 . 2 
nevi/sletters 
distributed. 

No 

deviation. 

The next 
publication 
is on the 

28^^ June 
2011. 

Published 

newsletter. 

- Adopted 
minutes 
of twelve 
managem 
ent and 
six 

council 

meetings 

held 

4 

Managem 

ent 

meetings 

Management 
Meeting took 
place. 
(Achieved) 

No 

deviation 

None 

Notices and 
Agendas 

Internal 

Legislative 

Compliance 

OHS,MF 
MA.BCEA 
,SALGBC 
& BY- 
LAWS 

2 Update 
workshop 

s. 

1.SALGBC 

Agreement 

Workshop. 

2. Workshop 

on Auditing 

Performance 

Information 

by Auditor 

General’s 

office. 

No 

deviation 

None 

Attendance 
register and 
the notices 

Quarterly 
updating 
of the 
website 

Website 

Updated 

Quarterly 

Website 

updated 

regularly 

No 

deviation 

Draft 

Service 

level 

agreement 
to be 
signed. 

Website 
accessible 
to all users. 
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Key 

perform a 

nee area 

Corporate 

objectives 

Key 

peff orma 

nee 

indicator 

Annual 

target 

Actual 

performanc 

e 

Reasons for 
deviation 

Possible 

solutions 

Evidence 



Branding 

& 

Marketing 
of the 
municipali 

ty 

Branding 

& 

Marketing 
of the 
municipali 

ty 

Not Done. 

No funds. 

Engage 

GCIS 
effectively 
for sourcing 
funds. 

Burners 

with 

Municipal 

logo 

-Municlpa— 

Gapaeity 

Tr-aifitng 

-Mlnimttm — 

— 40-«taff-- -- - 

-No - 

Ensure that 

-Certificate- 

i 

Transfer 

mation & 

Organisa 

tional 

Develop 

ment 

L/uJiUiuy 

Ul 6 LCSI i 

members 

■ U( Ou -OLCai l 

member 

trained 

i UOl r 1 o 

were trained 
on the 

presiding and 

prosecutor 

skills 

workshop. 

deviaiiui i 

Li Iv ii i 

house 
training is 
facilitated 
internally 
byLGSETA 
and DBSA. 

competenc 

e. 


- 2 Interns 
appointed on 
SAIGA 
municipal 
project. 

- 2 Officials 
attending 
CPMD. 

-17 

employees 

attending 

LGAC 

- 2 Electrical 
engineering 
interns, 
unemployed 
graduate 
attending at 
Anglo 
Ashante. 

- 1 employee 
attending 
BID at 
NWU. 

- 1 employee 
attended the 
Vehicle 
examiner 
-4 Technical 
Report 
Writing 
-3 

Councilors 
for MFMA at 
the District. 

~ 1 employee 
Supply chain 
Training in 
Pretoria 
- 1 employee 
OHS training 
by SALGA 
-4 ELMDP 
(3 councilors 
and 1 
official). 
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Key 

performs 

fice area 

Corporate 

objectives 

Key 

perform a 

nee 

indicator 

An nu as 
target 

AcLu as 

perforrnanc 

e 

Reasons for 

devEatiOH 

Fosssbie 

solutions 

evidence 





Total: 48 

employees 

were 

trained. 





2.2.4 KPA: 4 GOOD GOVER^4ANCE AND PUBLIC PARTICIPATION 


Its main focus of area deals with functional community participation mechanisms and ward committees, 
established feedback mechanisms in order to ensure responsiveness to communities etc. 


Key 

pe.rfo.rman' 

■ ce'area 

Corporate 

objectives, 

;Key V ^ 
perform an ;-.i 
■ ce- 

indicator 

Annual.' 
target;.'- ■' 

performan.ee - 

^Reasoosfor'' ' 
'devjalion ■ 

Possible - '■ 
'solutions- 

Evidence 

Good 

Govema 

nee And 

Public 

Participat 

ion 

Communic 
ation and 
community 
participatio 
n 

Improved 

quality of 

External 

newsletter 

distribute 

d. 

4 External 
newsletter 

s 

published 

and 

distribute 

d. 

3rd External 
newsletters 
Published in 
2011. 

The PC of 
communicati 
ons was hit 
by lightning 
causing 
delays in 
publication. 

The 4'" 
publication 
will be on 
the 30“" 

June 2011. 

Copy of 
newsletter 



Develop 

Public 

Communi 

cation 

System 

An 

adopted 

Public 

Communi 

cation 

System 

Public 

communicati 
on system in 
place. 




Good 

Governa 

nee And 

Public 

Participat 

ion 

Ensure 
stability in 
Council 

Facilitatio 
n of 

process 
to have 
Mayor 
and 3 
chairpers 
ons full 
time 

Written 
follow up 
letter to 
MEC. 

Letter written 
and sent. 

None 

None 

Signed 
copy of 
letter. 


Inter- 

Governmen 
: tal forum 
j report. 

4 

Meetings 

No IGR 
meeting 
took 
place, 
although 
two 

meetings 
were 
convened 
on the 9*'’ 
of 

February 

&30‘'’of 

March 

2011 but 
it did not 

Non- 

attendance 
of the Sector 
departments. 

Ensure that 
notices for 
the IGR 
meeting are 
send out in 
time to the 
HODs and 
also make 
; follow-ups 
telephonical! 
y to all 
members. 

Notices and 
Invitations. 

i 

Inter- 

Governmen 
tal forum 
report. 
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Key 

perform an 

ce area 

Corporate 

objectives 

performan 

ce 

Indicator 

Annuai 

target: 

Actual 

performance 

Reasons for 

deviation 

Possible 

solutions 

Evidence 




materializ 
e due to 
the non- 
attendanc 
e of the 
Sector 
departme 








nfs- 





Good 
Govern a 
nee And 
Public 
Participat 
ion 

Estabfishm 

entof 

Disability 

Desk & 

Support of 

HIV/AIDS 

Council 

Establish 
disability 
desk by 
August 
2010 

Establish 
ment of 
Disability 
Desk and 
its 

Quarterly 
reports to 
council 

Disability 

Desk is 
established 
and a Draft 
HIV/AIDS is 
circulating 
before end 
June for 
comment. 

No reports 
sent 

Training 
needed for 
the 

Disability 

Desk. 

The 

minutes of 
the 

meetings. 

The 

approved 
program of 
action. 



Prepare 
and Send 
Council 
Agendas 
in time 

12 

Council 

Agendas 

normal 

council 
agenda and 
minutes were 
prepared in 

time 

special 
council 
meetings 
agenda 
prepared in 
time . 

Schedule not 
followed. 

New 

schedule to 
be drafted 
and 

submitted 
to the new 
Council for 
approval 
and be 
adhered to. 

The 

approved 

new 

schedule 
and notices 
of 

meetings. 



Updated 
Resolutio 
n Register 

12 

Done as 
above. 

None 

None 

Copy of 
Register 

Good 

Governa 

nee And 

Public 

Participat 

ion 

Ensure 
stability in 
Council 

Customer 
satisfactio 
n survey 
report 

2 CSS 
Report 

Not done 

Not done due 
to lack of 
capacity 

Lack of 
capacity to 
be 

addressed 

by 

appointmen 
t of skilled 
people 



Ward 

Committee 
s not fully 
functional 

Revive all 

Ward 

Committe 

es 

6 Ward 
Committe 

es 

functional 

The new 
dates for re- 
establishmen 
t of all Ward 
committees 
are made. 

New Ward 
committees 
wifi be 
elected after 
the elections 
for New 

Ward 

councilors. 

The POA 
will be 
prepared 
before end 
June 2011. 

Minutes of 

meetings 

and 

attendance 

register. 


Delegation 
of Function 
Policy to be 
updated 
and 

implemente 

d 

Review 

and 

adoption 
of policy 

Reviewed 

and 

adopted 

policy 

Draft copy to 
be referred to 
the new 
Council for 
approval. 

The council 
meeting to 
approve the 
Delegation 
Function will 
be in the next 
Financial 

Year. 

Draft Policy 
to be 
approved 
by the 
Council 

Draft copy 


Monthly 

12 

12 

9 meetings 

Owing to 

Have a 

Minutes 
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Key ■ 

pet-forman 

ce area 

Corporate 
objectives ■ 

Key ■ 

performan 

ce ■ 

indicator 

Annual 

target 

Actual 

performance 

Reasons for 
deviation 

Possible 

solutions 

Evidence 

I 


Department 
al Meetings 

meetings 

per 

Departme 

nt 

meetings 

per 

Departme 

nt 

held. 

tight 

departmental 

schedule 

some 
meetings 
could not be 
held. 

program 
me for the 
Department 
al 

Meetings. 






p/vp up 








HR 

Policies 

Strategy, 

HIV/AIDS, 

Bursary 

Policies 

1 Jvvv' pu M L^J L.'O 

were 

reviewed i.e. 
EAP; 

HIV/AIDS; 
Code Of 
Conduct: 
Travel and 
Subsistence 
and the 
Bursary 

Policy. 

i 1 ILf LTL/CfllTUp ri 

meeting to 
approve the 
Policies will 
be in the next 
Financial 

Year. 

Policies are 
compiled 
electronicall 
y and 
approved 
before the 
end of June 
2011. 

Policies 



2„2.5 KPA 5: MUNICIPAL FINANCIAL VIABILITY 

its main focus of area is to deal with sound financial management systems, development of annual and 
medium term outlook and expenditure plans and targets. It also endeavors to issues such as reduced 
dependency on grant transfers. 


■Key . ■, 
Performanc 
, e area ■ Pf 

Corporate 
objectives; ; 

irj- 

: .SvJi ' v"'- - 

Key-' - ' : 

performao 

■ihclicatorvv 

/Annual -v 
target 

ActuaF'.- ; - 
'■■performao-ce'- ^ ; 

■ Reasons for 

■ deviatiop, ^ 

Possible 

solutions 

Evidence 

IVIunicip 

al 

Financia 

I 

Viability 

Manage 
budget and 
treasury 
section 

Complian 
ce with 
MFMA 
prescript! 
ons 

Complian 
ce with 
MFMA 
prescript! 
ons 

100% 

compliance. 

None 

None 

Section 71 
reports 

Sustain 

financial 

manageme 

nt 

Monthly 

reconciliat 

ions 

All 

accounts 

are 

reconciled 

monthly 

Banking 

Accounts 

reconciliation 

done. 

Debtor’s 

accounts 

done 

(integrated 

system). 

80% 

compliance. 

Lack of 
capacity 

Review the 
operational 
functions 
in Revenue 
Section. 

Monthly 

bank 

reconciliatio 

n 

Manage 

revenue 

Report on 
monthly 
billing v/s 
received 

Achieve 
85% on 
billed 
accounts 

100% billed. 

Not all 
households 
and business 
are billed 

Adopted 

new 

valuation 
roll to be 
used 

Signed 

valuation 

roll 
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Key 

Perform an c 

e area . 

Corporate 

objectives 

Key 

pefforman i 

indicator 

- Annual 
target 

Actual - 
performance- 

Reasons for 
deviation , 

Possibie 

solutions 

Evidence 

! 


Asset 

manageme 

nt 

100% 

GRAP 

complianc 

e 

Develope 
d asset 
register 

Asset 

Register 

Developed 

and 

maitained 

monthly. 

Unbundling 
of GRAP 17. 
Funding for 
GRAP 17 

Seek 
funding 
from other 
spheres of 
Governmen 
t. Re- 
establish 

Asset 

register 








steering 










committee 
for GRAP 



Cash flow 

manageme 

nt 

Cash v/s 

payments 

and 

improved 

financial 

situation 

per 

develope 

d 

Revenue 

Protection 

Strategy. 

Improved 
cash flow 
and 

financial 

viability. 

Ongoing and 
in 

conjunction 

with 

collection 

rate. 

Lack of 
capacity of 
debt 

collection 
section. 
Review the 
structure of 
the unit 

Bigen afrika 
is helping 
on 

developme 

nt 

strategies 

for better 

operational 

section. 

Revised 

Finance 

Structure 

Bigen 

Africa final 
report 


Develop & 
implement 
audit query 
strategy 

Clean 

Audit 

report 

plan 

Audit 
opinion 
qualified 
(Report 
on the 
implemen 
tation of 
the audit 
plan) 

Audit query 
report 

Work have 
been done of 
both 

expenditure 
and revenue. 
Corporate 
services did 
not do the 
completenes 
s and value 
of leave 
current and 
accrued. 

Current 

Audit 
opinion as 

30 June 

2011 

Audit 

Report for 
2010/2011 


Implement 

and 

maintain 

debt 

collection 

policy 

85% 
current 
accounts 
collected 
and 40% 

on arrears 

85% 
current 
accounts 
collected 
and 40% 

! on arrears 

51 .45% 
collected. 

Lack of 
capacity staff 
shortage, 

Lack of 
support from 
Technical 
services in 
terms of 
ensuring cut- 
offs. 

inaccurate 
and credible 
billing, poor 
operational 
coordination 
and support. 
Issuing of 
account 
which is 
done through 
post office. 
Updating of 
direct 
banking. 

Installation 

of 

Automated 

meter 

readings. 

Volunteers 

who will be 

paid on 

commission 

Appoinmen 
t of 

Supervisor 

for the unit. 

Senior 

Income 

Accountant 

must sign 

the 

varinace 

report. 

Ensure 

daily 

updating of 

Debtors 

account 
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Key 

Perforqianc 
e area ' 

Corporate 

objectives 

Key 

perforoisn 

ce 

indscatpr 

Annual 

target 

Actual 

■ performance 

Reasons for 
deviation 

Passible 

solutions 

Evidence 






Interference 
from Senior 
Managers 
and 

Politicians in 
terms of 
executing 

Hi iUqc 

direct 

banking, 

improve 

communica 

tion 

between 
two units 









65% of 

indigents 

arrears 

written off 
in 

accordan 
ce with 
the policy 

65% of 

indigents 

arrears 

vi/ritten 

off. 

None. 

No council 
resolution In 
palce. 

and debt 
collection) 
on ensuring 
that 

unnecessar 
y cut-offs 
are 

avoided. 
Politicians 
and Senior 
Managers 
should stop 
interfering 
in the debt 
collection 
with 

immediate 

effect. 

Council 
should 
direct what 
should be 
done. 


Munidp 

al 

Financia 

1 

Viability 

Review the 
credit 
control and 
debt 

collection 

policies 

Revievi/ 
the credit 
control 
and debt 
collection 
policies 

Reviewed 

credit 

control 

and debt 

collection 

policies 

Indigent 

policy 

reviewed and 
approved. 

Indegent 

policy 

reviewed 

None 

Copy 

adopted 

Indegent 

policy 

Municip 

a! 

Finanda 

1 

Viability 

Payment of 
all 

outstanding 

creditors 

Payment 

of 

creditors 
within 30 
days of 
invoice 

Payment 
of 55% of 
creditors 
vi/ithin 30 
days of 
invoice. 

20% 
creditors 
being paid 
within 

30days 

Cash flow 
problem. 

Linking 

creditors 

payment vs 

cash 

collection 

rate. 

Payment 
vouchers 
and list of 
all creditors 
paid 

Municip 
al '[ 

Fmaocia 

I 

Viability 

Manage 

supply 

chain 

manageme 

nt 

Review 

and 

implemen 
t SCM the 
policy 

Reviewed 

and 

adopted 

SCM 

policy. 

Not Achieved 

Lack of 
capacity. 
Training for 

Bid 

Committees 
and entire 
users of 
supply chain 
processes 
Areas that 
need to be 
improved on 
could not be 
identified. 

Training of 
people in 
SCM unit. 
Identify 
areas that 
need 

improveme 
nt and 
submit to 
council for 
approval. 

Operational 
data base 
is 65% 
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Peffornianc 

earea 

Corporate 

objectives 

Key : 
performan 

ce 

indicator 

;^nua[ 
target v 

Actiiai 

perFormarice ' 

Reasons for 

deviation 

Possible 

solutions 

Evidence 


Municip 

al 

Financia 

1 

Viability 

Manage 

supply 

chain 

manageme 

nt 

Monthly 

reports 

12 

monthly 

reports 

Achieved 

None 

None 

SCM 

reports 


Billing of 
accounts 

Billing 
from 25*'’ 

Billing 
from 25**’ 

Achieved. 

None 

None 

Section 71 
reports 




of 

month to 

ensure 

85% 

collection 
on billing 

of 

month. 







Meter 

reading 

Meter 

reading 

complete 

d on the 

10**’ of 

every 

month 

Meter 
reading 
complete 
d on the 

10**’ of 

every 

month 

Achieved. 

None 

None 

Section 71 
reports 



Valuation 

Roll Project 

Complete 
d new 
Valuation 
Roll 

Complete 

new 

Valuation 
Roll for 

July 2011 

Achieved 

None 

None 



Signed 

valuation 

roll 



2.3 BUILDING PLANS 

The following table indicate the number of applications for building plans received for 2010/1 1 and 2011/12 
as on 30 June 2012 


Building Plans 

2010/2011 

2011/2012 

Application 

Outstanding 

30 June 2010 

Application 

received 

2010/2011 

Applications 

Outstanding 

30 June 2011 

Applications 

received 

2011/2012 

Application 

Outstanding 

30 June 2012 

Residential new 

Residential 

additional 


58 


42 


Commercial 

Industrial 


0 

- 

- 

" 

Other 

- 

0 


- 

- 

Total 

- 

58 

- 

42 

- 


TOTAL VALUE OF APPLICATIONS IN RAND 


APPLICATION 


2011/2012 

R 

Residential new 

6 380.00 

5 775.00 

Residential additional 



Commercial 

- 

- 

Industrial 



Other 

- 

- 
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2.4 SERVICE DELIVERY BACKLOGS 


The following challenges Indicate the backlog Council Is facing regarding izfectricity, V\faier, Sanitation, 
Roads, Housing and Waste Management. 


SERVICE 

BACKLOG (H/H) 

TOTAL COST TO 
ERADICATE 


and Tshwaragano is currently busy with the installation of 
smart meter reading 

700 Houses In Boltumelong extension 5 

Fmfl-eooe - 

R6 000 000. 00 

Water 

100 houses 

R300 000.00 

Sanitation 

667 houses in Christiana town are using septic tank 

300' houses are still using bucket system 

R24 000, 000, .00 

R3, 250 000.00 

Roads 

20km of road in Christiana and Bloemhof town need 
resealing 

10 km of roads In Utlwanang, Coverdale, Boltumelong and 
Geluksoord need reseaiing 

R32,220,000.00 

R35, 000, 000.00 

Housing 

Housing backlog in Lekwa-Teemane local municipality is 
at 1200 and currently the municipality is working very 
dose with Department of Human Settlement in an 
endeavor to unblock housing projects 

R45, 000, 000.00 

Waste yanagemeat 

1200 household do not have access to refuse removal 
due to inadequate personnel responsible for refuse 
collection. 

R1 ,340,000.00 


\ 
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3.1 GENERAL fNFORMATIOf-J 


Overview 

The municipality was classified as a Category B Municipality by the Municipal Demarcation Board, 
tn ,terms_of section 4 o f the Loca l Government Municipal Structures Act,. 1998. The. municip^ity 
-mcMdes-Gbriet-iafra-anci^bembcrf — ^ 


General infarmatson 

Total 

1- Geography 

- Geographic area 

3 681km^ 

2. Population 
- T otal 

± 42967 

3. Population per gender 

- Male (47.00%) 

- Female (53.00%) 

20 194 

22 773 

4. Number of households 


- Urban 

10 730 

- Village 

Total 

10 730 

5. Indigent population (Registered ) 

5 370 

6. lEC information 


- Total number of wards 

07 

- Total number of voting station 

21 

- Total number of voters 

22 188 

7. Household income per month 


- Less than R1900 

6000 


(Source: MDB, lEC & IDP) 
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3.2 ORGANiZATtOfvSAL STRUCTURE 


The following approved, filled and vacant posts existed at the end of the 2010/1 1 financial 
year: 



DIRECTORATE 

APPROVED 

POSTS 

FILLED POSTS 

VACANT POSTS 



Office of the Municipal Manager 

5 

3 

2 


Directorate Corporate Services 

38 

22 

16 

Directorate Community Services 

109 

71 

38 

Dinectorate Finance 

59 

49 

10 

Directorate Technical Service 

113 

70 

43 

TOTAL 

324 

215 

109 


i 

Division of position i 

1% 

i 

1 


e Office of the MM 




U Di recorate Corporate ; 


Sen/ice ! 

i 

' : ■■■ Sjii; ■■ ' 

bi Directorate Community i 


Service 

e Directorate Finance 




y Directorate Technical : 


service j 

1 


The filled positions represent 66.36% and the vacant position 33.64% of the total approved 
posts. 
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miLEDi EXECUTIVE STRUCTURE FOR LEKWA^TEEMANE LOCAL MUNICIPALn Y! 



38 


COMMUNITY SERVICES CORPORATE SERVICES FINANCE TECITNICAL S iSRVICES 










The office of the Municipal Manager is the executive authority in terms of administration of the Lekwa Teemane 
Local Municipality, this office strives to direct and ensure legislative compliance, compliance with council, 
municipality and with National and Provincial Directives. 



The office of the Municipal Manager operates with the following sub-units 
® Performance Management System (PMS) 

® Integrated Development Planning (IDP) 

The office of the Municipal Manager consists of 04 employees. 


I fc r I I • I I ai 1 .1 | l i i 'li I t I i 11 









® Performance Management System (PMS): Continuously monitors, measure, and review performance of 
the municipality in terms of indicators and targets for efficiency, effectiveness and impact. 

® Integrated Development Planning (IDP): Coordinate municipal strategic planning; provide an acceptable 
level of services to all groups by meeting the service delivery mandates and improving the quality of life 
of our people. 



® The alignment of municipal Performance Management System with IDP and Budget. 
® IDP document with measurable objectives, strategic objectives and clear time frames 
® Evaluation of section 57 Managers 
® Cascade PMS to lower level of staff 

ANALYSIS OF THE FUNCTION: REFER TO CHAPTER 2 






The department of finance is responsible for all aspects of accounting, reporting, supply chain management, 
payroll, revenue and billing management, budgeting and treasury, valuation and financial administration of the 
municipality, the supervision of the implementation of the municipality financial and controls policies, directives 
and procedures and the initiation of the financial plans within the guidelines of municipality policies. 


This office operates with the following Sub-units: 

® Manager Finance 

® Chief Accountant Revenue and Billing Unit 
® Chief Accountant Credit Controls and Debt Collection Unit 
® Chief Accountant Budget Treasury Unit 
® Chief Accountant Asset and Risk management 
® Chief Accountant Supply Chain Unit 
® Chief Accountant Financial and System Management Unit 
The approved organizational structure makes provision for 59 employees but at this stage only 49 positions are 
filled. 
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® To provide accurate external and internal reporting in accordance with statutory requirements. 

» To ensure that these is effective internal control of Councirs financial and management systems. 
® To ensure financial viability based on generating income from available legitimate sources. 

» To apply financial policies which maintain or enhance the value of Councifs asset base. 

® To strive for excellence in management of Councirs human resources. 

® To provide financial support and guidance to all other directorates within the municipality 

To-mnplennertt-an-effective-systemrof-suppiy-charn-management-^ 

^ i o [mpiement an etrective system ot Dudgetmg ana m year reporting ana Dudgei 
reforms. 

® To establish a functional SCM unit. 

® To establish a functional BTO unit. 

« To established a functional valuation unit. 

® Manage revenue and billing section. 

9 Capacity building. 

9 Credit control and debt collection management 

« To provide of leadership, management, support and guidance to the staff. 

9 The maintenance of internal financial control. 

« To implement and manage performance management system within the department. 

9 To oversee of implement and correction of audit queries from Auditor-General 


« Upgrade consumer database 
® Development of Risk Framework Strategy 
® Upgrading financial operating system' 

9 Revenue enhancement strategy implementation 
9 Improve management of information 

ANALYSIS OF THE FUNCTION: REFER TO CHAPTER 2 


The Directorate of Corporate Services is responsible for providing strategic corporate service support to all role 
players in the municipality (the public, Councilors and all departments and structures of the municipality). 

This department strives to enhance strong municipal governance through functional political and administrative 
structures. 



This office operates with the following Sub-Units: 


9 Human Resource Management and Administrative Support; 

9 Development of Policies and Legal Services 
9 Information Communication Technology and Public Participation; 

® Ensure full compliance with labour legislation and collective agreements. 

The approved organizational structure makes provision for 38 employees but at this stage only 22 positions are 
filled. 



• Provide the necessary strategic support for the implementation of the SDBIP (including the MTAS); 
9 Enhance Corporate image; 

9 Encourage and ensure public participation; 
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® Provision of an effective© and efficient administrative support service to the municipality vdth regard to all 
correspondence, consumer/customer enquiries, telephone services, printing, messenger services and 
management of all records and archives system; 

^ Provision of an effective and integrated secretariat support to the Council, all its sub-committees to 
ensure smooth running of the meetings and record keeping; 

® Co-ordinate the capacity building of the municipal v^orkforce through skills development and best 
practices; 

^ To create a work culture that will make Lekvi/a-Teemane Local Municipality a preferred employer; 

® To ensure that there is a sound industrial relationship between the employer and the employee; 

-^^^eHCfeate-a-s^fef^fieng-eR^vk-GmmeinTfomatl-eiTi^fe-ye^ ; ~ 

® And to encourage career growth and personal development of employees. 




yr-,- >. w s ^ . 


® Implementation and achieving the SDBIP and MTAS key performance areas; 

@ Ensure cascading of PMS to lower staff 
@ Ensure skills development in terms of the approved WSP; 

® Ensure functionality of LLF and better employer-employee relations in a safe environment; 

® Setting up structures for public participation/participatory democracy; 

ANALYSIS OF THE FUNCTION: REFER TO CHAPTER 2 



To Render Quality Community Services to the Lekwa Teemane Residents and the Surrounding Farming 
Communities. 

EFFECTIVE STRUCTURE QF UN STY SERVICES DIRECTORATE 

The office comprise of the foB lowing Sub“ Directorates 

^ Housing 

- LED 

" T raffle Services 
“ Refuse Removal/Parks 
® Fire Services 

This office has a following staff component:- 

" Housing- 1 
LED-1 

" T raffic Services - 1 2 

- General Workers 
" Fire Services -0 

The approved organizational structure makes provision for 109 employees but at this stage only 71 positions 
are filled. 










® Understanding and responding to consumer dynamics with regard to Health Services, Community 
Services, Safety and Security, Housing, Parks and Recreation and Local Economic Development. 

® Render effective fire/disaster services 

® Provide Management of traffic Services. 

@ Provide Library Services to the community. 
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* Provision of New Cemeteries 
" Extend Refuse removal to EXT4&5 in both town 
“ Drafting & Adoption of LUMS/SDF 
“ Registration of Cooperatives into our database 
• — Faci I fta te a eeess-to^b r^ries ^ 



The Office of the Technical Director deals primarily with the delivery of essential services such as water and 
electricity provision as well as sanitation and roads. This is being executed in terms of the norms and standards 
set. 



The office of the Technical Director operates with the following sections: 

* Public works 

* Water and sanitation 

* Electro Mechanical 

* Management Planning 

The approved organizational structure makes provision for the three managers of which only one is currently 
filled. Two of these positions are vacant. 

The approved organizational structure makes provision for 113 employees but at this stage only 70 positions 
are filled. 





" Provision of electricity 

- Facilitation of electricity 

- Sustain electricity supply 

- Facilitation of sanitation 

- Facilitation of water supply 

* Maintenance of raw water channels 

* Upgrading of internal roads 

* Facilitate upgrading of purification plants 

* Maintenance of streetlights 

- Installation of high mast lights 

“ Facilitate upgrading of water and electricity networks as well as new connections 

* Management and monitoring of water quality 

- Operation and maintenance of infrastructure 

* Free basic service delivery 

* Revenue protection 


3,8 STAFF AND EMPLOYEE EQUITY PROFILE 

In ternns of the 7 General Key Perfornnance Indicators the municipality should report on the 
Employment Equity Plan for the financial year under review. 
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I he table below depicts breakdo\¥n of staff per occupational categoi^ and gender for 2010/1 1 : 


OCCUPATIONAL 

MALE 

FEMALE 

TOTAL 

CATEGORIES 

B 

c 

1 

w 

B 

c 

I 

w 


Legislators , senior 
officials and managers 

22 

2 

0 

7 

7 

1 

0 

1 

41 

Professionals 

3 

0 

0 

2 

2 

0 

0 

2 

9 

Technician and associate 

1 

0 

0 

0 

0 

0 

0 

0 

1 

- profession ^ - 

.. .. .... 


— 

— 








Clerks 

9 

2 


1 

6 

1 

0 

3 

21 

Service and sale workers 

4 

3 

0 

0 

4 

1 

0 

0 

12 

Plant and machine 
operators 

8 

1 

0 

0 

7 

0 

0 

0 

16 

Elementary occupation 

138 

8 

0 

1 

13 

3 

0 

0 

163 

TOTAL 

1S5 

16 

0 

11 

39 

6 

0 

6 

263 

Non-permanent 

employees 

1 

0 

0 

0 

0 

0 

0 

0 

1 

GRAND TOTAL 

136 

16 

0 

11 

39 

6 

0 

6 

^264 


3.9, SKILLS SMFORMATSON 

In terms of the 7 General Key Performance Indicators the municipality should report on the implementation of the Workplace 
Skills Plan for the financial year under review. 

The municipality has not been able to implement the workplace Skills Plan for the past three financial years due to lack of 
adequate funds for training. The municipality is solely depending on donor funded training. 

3,10 PENSION FUND 


The composition of membership per pension and provident fund was as follows: 


PENSION FUND 

NUMBER OF MEMBERS 

TVL Municipal Pension fund 

1 

Municipal Gratuity Fund 

32 

Municipal Workers Pension fund 

13 

Saia Pension Fund 

19 

SNPF 

134 

National Fund for Municipal Workers 

1 

Municipal councilors Pension fund 

9 

TOTAL 

209 


The council's budget for the 2010/1 1 financial year pertaining to the employer’s contribution to pension and 
provident fund was R5 281, OOO.OO 


3.11 MEDICAL AID FUNDS 

The medical aid funds are accredited by the South African Local Government Bargaining Council (SALGABC). 
The council's budget for the 2010/1 1 financial year pertaining to the employer's contribution to medical aid funds 
was R 2 409, 000.00 


Memberships of the medical aid fund were as follow: 


3MEOI13A1IAID FUND 

NUMBEROF MEMBERS 

EMPLOYER’S CpNTIiaBUT{ONfl?).p 

Keyhealth 

12 

R25 392.15 

Bonitas 

27 

R43 719.75 

Samwumed 

57 

R69 459.00 

TOTAL 

96 

R123 570.90 
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3.11 0UTSANDIN6 MONIES 


MFMA Circular 11 requires that municIpaJities disclose arrears (outstanding monies) by councilors/ staff/ 
directors for the financial year under review. 


f ; Cbuhcilors :with 



Recounts 


-lii. I; v 



'Outstanding 


Vthan 




333, :7“ 

3 3 i 33 



Outstanding monies owed to the municipality by employees are as follows: 


||airreaiv^; 

is - with accpuTite m 
^ priesent ; ■■■■■ ■■ ^ 

,.AiTears.-...r'.. 
■jiijifer 09 :.3 

V-3-Vr37:-LV 


'.Arrears 

-I'T , 

r-; D ' -r - v ■ ■ ■ i; 

V.'lfT.rH 

iil.. ■ 

649,976.08 


, 517,337.51 

109 7974.62 


3.12 DISCLOSURE CONCERNING EXECUTIVE COUNCILLORS AND DIRECTORS 


The following table depicts the remuneration for Executive Councilors: 




Mayor 

R225 085.92 

Speaker (Mayor acting as Speaker) 

- 

Councilors 

R1 463 056. 28 

TOTAL 

R1 688 142. 20 


The follo\Aiing table depicts the remuneration for Municipal Manager, CFO and Directors: 


OF.^FRCIAl^^m 


Municipal Manager 

R795 600.24 pa 

Chief Financial Officer 

R751 400.04 pa 

Acting Director Technical Services 

R585 OOO.OOpa 

Director Corporate Services 

R585 000.00 pa 

Director Community Services 

R585 000.00 pa 

TOTAL 

R3 302 000.28 
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Audi^^ng to build pubhc cardidence 


/i. u o I T o- R - o s s. R. A 
S O EJ T F R <r Ai 


REPORT OF THE AUDITOR^GENERAL TO THE NORTH WEST PROVINCIAL LEGISLATURE 
AND COUNCIL ON THE LEKWA » TEEMANE LOCAL MUNICIPAUTY 
REPORT ON THE FINANCIAL STATEFWENTS 

Introduction 

1. I was engaged to audit the financial statements of the Lekwa-Teemane Local Municipality, which comprise 
the statement of financial position as at 30 June 2011, the statement of financial performance, statement of 
changes in net assets and the cash flow statement for the year then ended, a summary of significant accounting 
policies and other explanatory information, as set out on pages [57J to [119], 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial statements in 
accordance with South African Standards of Generally Recognised Accounting Practice (SA Standards of 
GRAP) and the requirements of the Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 
2003) (MFMA) and the Division of Revenue Act of South Africa, 2010 (Act No 1 of 2010) (DoRA), and for such 
internal control as the accounting officer determines necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

Auditor^Generars responsibility 

3. My responsibility is to express an opinion on the financial statements based on conducting the audit in 
accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), the General Notice 
issued in terms thereof and International Standards on Auditing. Because of the matters described in the basis 
for disclaimer of opinion paragraphs, however, I was unable to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. 

Basis for disclaimer of opinion 
Property, plant and equipment 

4. [ was unable to obtain sufficient appropriate audit evidence to determine the completeness and existence of 
property, plant and equipment of R49 562 588 (2010: R43 727 998) as disclosed in note 3 to the financial 
statements. The municipality's records did not permit the application of alternative procedures. Consequently 1 
was unable to determine whether any adjustments were necessary to this amount. 

5. I was unable to obtain sufficient appropriate audit evidence regarding the allocation of powers and functions 
relating to water and sanitation between the district and local municipalities due to inconsistencies of the 
government notices issued by the minister and the MEC during establishment of the municipalities, the 
interpretation of the requirements of the Water Services Act of South Africa, 1 998 (Act No. 108 of 1998) and the 
clauses in the service level agreement between the water service authority (the district) and the water service 
provider (the local municipality). As a result I was unable to quantify the possible misstatement in the related 
revenue, receivables, accumulated surplus, costs of provision of water and sanitation and infrastructure assets 
as a result of these inconsistencies in the financial statements. 


Consymer debtors 

6. I was unable to obtain sufficient appropriate audit evidence to determine the completeness, valuation and 
allocation, rights and obligations and existence of consumer debtors from exchange transactions nor was I 
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provided with sufficient appropriate audit evidence for adjustments of R19 596 400 made to accounts receivable 
in the prior year The municipality’s system did not allow the performance of alternative procedures. 
Consequently, I was unable to determine whether any adjustments to the consumer debtors from exchange 
transactions of R9 337 483 (2010: R 54 130 150) disclosed in note 11 to the financial statements were 
necessary 

Unspent conditional grants and receipts 

7- I was unable to obtain sufficient appropriate audit evidence to determine the completeness, valuation and 
allocationrrights-and-obligations and existence of unspent- conditional-grants ^nd receipts 7 -nor-wasT-provided 
wiin suifjcienT appfopnaie auafi eviaence for aajusimems ot t 046 made lo unspefii cdnajiionai granis in 
the prior year The municipality’s system did not allow the performance of alternative procedures. Consequently, 
I was unable to determine whether any adjustments to unspent conditional grants of R5 337 483 (2010: R 6 289 
080) disclosed in note 18 to the financial statements were necessary. 

VAT payable 

8. 1 was unable to obtain sufficient appropriate audit evidence to determine the completeness, valuation and 
allocation, rights and obligations and existence of VAT payable, nor was I provided with sufficient appropriate 
audit evidence for adjustments of R8 026 589 made to VAT payable in the prior year The municipality’s system 
did not allow the performance of alternative procedures. Consequently, I was unable to determine whether any 
adjustments to the VAT payable of R8 250 774 (2010: R8 026 589) disclosed in 21 to the financial statements 
were necessary. 

Accumulated deficit and reserves 

9. I was unable to obtain sufficient appropriate audit evidence to determine the completeness, valuation and 
allocation and existence of accumulated surplus and government grant reserves. The municipality’s system did 
not allow the performance of alternative procedures. Consequently I was unable to determine whether any 
adjustments to the government grant reserves of R13 763 903 (2010: R6 411 089) and accumulated deficit of 
R97 995 061 (2010: R1 7 253 604) as disclosed in the statement of changes in net assets were necessary. 

Disclaimer of opinion 

10. Because of the significance of the matters described in the basis for disclaimer of opinion paragraphs, I 
have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 
Accordingly, 1 do not express an opinion on these financial statements. 

Emphasis of matters 

11.1 draw attention to the matters below. My opinion is not modified in respect of these matters: 

Restatement of corresponding figures 

12. As disclosed in note 42 to the financial statements, the corresponding figures have been restated as a result 
of errors discovered in the current financial year. 

Unauthorised, irregular and fruitless and wasteful expenditure 

13. As disclosed in note 49 to the financial statements, irregular expenditure of R468 380 was incurred in the 
current year and R3 771 965 incurred in the prior year is still awaiting condonation. 

14. As disclosed in note 48 to the annual financial statements, fruitless and wasteful expenditure of R469 931 
was incurred in the current year and R61 8 605 incurred in the prior year has not been investigated. 

15. As disclosed in note 47 to the financial statements, unauthorised expenditure of R105 060 713 was incurred 
in the current year. 
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Mafenei fosses and Impairments 

16, As disclosed in note 51 to the financial statements, the municipality incurred electricity distribution losses of 
R9 007 845 (2010: R5 415 446). 

17. As disclosed in notes 10 and 11 to the financial statements, trade and other receivables from exchange and 
non-exchange transactions of R128 560 455 (2010: R50 1 1 1 837) have been impaired. 

Going concern 

-1-8; -The accGuntlng-oftieer-s report indicates-that the Lekwa Teemane -Local MunicipaEity -incurred a net loss- of 
R74 225 045 (2010: R 40 714 398) during the year and, the municipality’s current liabilities exceeded Its total 
current assets by RS3 855 935 (2010: RIO 350 977). These conditions, along with other matters as set forth in 
note 45, indicate the existence of a material uncertainty casting significant doubt on the municipality’s ability to 
operate as a going concern. 

Additional matter 

1 9. 1 draw attention to the matter below. My opinion is not modified in respect of this matter: 

Unaudited sopplemeotary schedoies 

20. The supplementary information as set out on pages 119 to 120 does not form; part of the financial 
statements and is presented as additional information, i have not audited the annexure and, accordingly, I do 
not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

21. In accordance with the PAA and in terms of General noticellH of 2010, issued in Government 
Gazette33872 of 15 December 2010, I include below my findings report on predetermined objectives, material 
non-compliance with laws and regulations applicable to the Municipality and significant internal control 
deficiencies. 

Predetermined objectives 

22. The reported performance information was deficient in respect of the following criteria: 

The following deficiencies were identified on the report of pre-determ ined objectives: 

Usefulness of information 

23. The reported performance information was deficient in respect of the following criteria: 

® Consistency: Objectives, indicators and targets are not consistent between planning and reporting 
documents. 

® Relevance: A clear and logical link does not exist between the objectives, outcomes, outputs, 
indicators and performance targets. 

@ Measurability: Indicators are not well-defined and verifiable, and targets are not specific, 
measurable and time-bound. 

24. The following audit findings relate to the above criteria: 

Development priorities/obiectives not consistent with service delivery budget implementation plan 

® Upgrading and maintenance of Prince Street Bloemhof 
® Construct library at Utlwanang 

® Establish LTDA to develop marketing strategy and promote investment 
® Establishment of Disability Desk &. Support of HIV/AIDS Council 
® Delegation of Function Policy to be updated and implemented. 
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25. Financial plan in integrated development plan not projected for at least three years 

Only 2010/2011 budget was presented in the financial plan presented in the IDP instead of a financial plan of up 
to 2012/2013 in contravention of the MSA section 26 

Reliability of information 

26. The reported_perforniance Information was deficient in respect of the following criteria: 

vaiiujiy, i ne i epufLt^u penurriictriue uiu i iut uuuuj anu uutfS ijOl pei Lain lu uje eiJiiiy, 

Accuracy: The amounts, numbers and other data reiating to reported actual performance have not been 
recorded and reported appropriately. 

Completeness: All actual results and events that should have been recorded have not been included in the 
reported performance information. 

27. The following audit findings relate to the above criteria: 

Actual performance to facilitate upgrading of water purification plants in Bloemhof and Christiana was reported 
In the annual performance report as filters having been repiaced on the purification piant though actual work 
done was on replacement of pumps and motors. This resulted in incorrect progress being reported in the Annual 
performance report; and 

One of the municipality's targets is to sustain financial management through preparation of monthly 
reconciliations. No monthly reconciliations for some bank accounts other than primary account were presented 
to me for audit purposes. Furthermore, no monthly reconciliations were made available for trade receivables 
and other significant account balances and consequently I could not verify reported actual performance of 80% 
reported against financial management target. 

28. The municipality's targets include review of the credit control and debt collection policies. It was reported 
that an indigent policy review and approval was done against this target. 1 was not furnished with a copy of the 
approved indigent policy or was I presented with minutes of the council specifically approving the policy. 
Consequently I could not verify the validity and accuracy of the actual performance reported against the target. 

Compliance with laws and regulations 

29. I performed procedures to obtain evidence that the municipality has complied with applicable laws and 
regulations regarding financial matters, financial management and other related matters. My findings on material 
non-compliance with specific matters in key applicable laws and regulations as set out in the General Notice 
issued in terms of the PAA are as follows: 

Strategic planning and performance management 

30. The accounting officer of the municipality did not by 25 January 2011 assess the performance of the 
municipality during the first half of the financial year, taking into account the municipality’s service delivery 
performance during the first half of the financial year and the service delivery targets and performance indicators 
set in the service delivery and budget implementation plan as required by section 72(1 ) (a) (ii) of the MFMA. 

31 . The accounting officer of the municipality did not submit the results of the assessment on the performance 
of the municipality during the first half of the financial year to the mayor of the municipality the National 
Treasury, and the provincial treasury by the 25th of January 2011 as required by section 72(1) (b) of the MFMA. 

32. The accounting officer did not inform the mayor, MEC of iocai government and the Auditor General of 
unauthorised, irregular or fruitless expenditure incurred by the municipality as required by section 32 (4) of the 
MFMA. 

33. The municipality did not give notice to the public within the prescribed 14 days after adoption of the IDP as 
required by section 25 of the Municipal Systems Act. 

34. The municipality did not approve the annual budget for the 2011/2012 before the start of that financial year 
as required by section 16 (1) of the MFMA. 

35. The municipality did not prepare the annual report within nine months after the end of a financial year as 
required by section 1 21 (4) of the MFMA. 



Annua! financial statemanis. parformamae and annua! reports 

36, The financial statements submitted for auditing were not prepared in all material respects in accordance with 
the requirements of section 122(1) of the MFMA. Material misstatements for receivables, expenditure, payables, 
contingent liabilities, VAT payable, accumulated surplus, 

unauthorised expenditure, commitments, revenue and employee costs were identified by the auditors and were 
subsequently corrected. 

-37-Arhe accounting-offiGer-did ROt-pFepare-and submit the financial-statements- to the Auditor General within two 
months after the end of the financial year as required by section 126(1) of the MFMA. 

38. The council of the municipality did not adopt oversight reports on the annual report within two months of the 
tabling of the annual report as required by section 129(1) of the MFMA. 

39. The mayor did not table, in council, the 2009/10 annual report of the municipality, within seven months after 
the end of the financial year as required by section 127(2) of the MFMA. 

Expenditure management 

40. The accounting officer did not take reasonable steps to prevent irregular expenditure and fruitless and 
wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 

41. Money owed by the municipality were not always paid within 30 days of receiving an invoice or statement, 
as required by section 65(2)(e) of the MFMA. 

Procurement and contract managemeot 

42. Projects were not monitored on a monthly basis as required by section 1 16(2)(b) of the MFMA. 

iniernaf Control 

43. I considered internal control relevant to my audit of the financial statements, performance report and 
compliance with laws and regulations. The matters reported below under the fundamentals of internal control 
are limited to the significant deficiencies that resulted in the disclaimer of opinion, the findings on the 
performance report and the findings on compliance with laws and regulations included in this report. 

Leadership 

44. On-going monitoring and supervision undertaken to enable management to determine whether internal 
controls over financial and performance reporting are present and functioning was not 

adequate leading to material adjustments to the financial statements and non-compliance with laws and 
regulations. 

45. The accounting officer does not exercise oversight responsibility over reporting and compliance with laws 
and regulations and internal control policies and procedures. 

Financial and performance management 

46. The finance, supply chain management and human resources departments are understaffed which resulted 
in materia] amendments to the financial statements submitted for audit and the non-compliance to supply chain 
management regulations. 

47. Internal controls to monitor compliance with laws and regulations have not been effectively applied resulting 
in significant non-compliance with legislation including instances of irregular and fruitless and wasteful 
expenditure. 

48. The accounting officer does not have an adequate support structure as not all section 57 manager positions 
were filled at the municipality 
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Governance 


49, Based on the number of repeat findings in the current year and lack of implementation of the audit action 
plan, the governance structures and management did not appropriately address identified internal control 
deficiencies and non-compliance with laws and regulations. 

50. Though the audit committee fulfilled its function, the entity did not adequately respond to the concerns raised 

by the audit committee, resulting in the internal control environment over financial and performance information 
an.d_co.m.piiance with_laws_aDd_regu[atLons.heiag._ineffective 


OTHER REPORTS 
Investigations 

51. An investigation was conducted by an independent forensic investigator on request of the municipality 
arising from an irregularity noted by external audit. The investigation was initiated based on the allegation of 
possible irregularities in the write off of accounts receivable. The investigations resulted in the additional 
disclosure in note 51 to the financial statements. 


a. c4 i 

Rustenburg 
30 September 2012 
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LEKWATEEMANE LOCAL MUNICIPALITY 

(Registration number NW396) 

Annual Financial Statements for the year ended 30 June 201 1 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 

irrfb rmatio n“i ncl u ded i mth isTeportrlt-is-the“res po nsibi* lity of the- a ccou ntingnDfficerto-^nsu reihat-th e ' a n n u at fi nan da l-statefnerits 

rairiy present tne state of atiairs or tne municipality as at ine end oT me tinancral year anci the results of its operations and cash 
flows for the period then ended. The e)cternal auditors are engaged to express an independent opinion on the annual financial 
statements and were given unrestricted access to all financial records and related data. 

The annual financial statements have been prepared in accordance with South African Statements of Generally Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards 
Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 

These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality's business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2012 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The municipality is dependent on five services that generate revenue namely rates, water, electricity, refuse and sanitation. It 
also gets equitable share from the government, which constitutes about 20% of its total income. The annual financial 
statements are prepared on the basis that the municipality is a going concern and that the municipality has neither the intention 
nor the need to liquidate or curtail materially the scale of the municipality's operations. 

Although the accounting officer is primarily responsible for the financial affairs of the municipality, he is supported by the 
municipality's external auditors. 

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. The annual financial statements have been examined by the municipality's external auditors and their will be 
presented based on their review. 

The annual financial statements set out on pages 8 to 72, which have been prepared on the going concern basis, were 
approved by the acc-ounting officer on 22 Febrjar^^' 2012. 


Mr. M. A. Makuapane 
Accounting Officer 
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Annual Financial Statements for the year ended 30 June 201 1 

Aydlt Committee Report 


We are pleased to present our report for the financial year ended 30 June 201 1 . 
-Aodit-committee-mem-bers-^ n d -attendance 


The shared audit committee (at the district level) consists of seven members and meet on a quarterly basis as per its approved 
terms of reference. 

Audit committee responsibility 

We report that we have adopted appropriate formal terms of reference in our charter in line with the requirements of section 
166(2)(a) of the MFMA, We further report that we have conducted our affairs in compliance with this charter. 

The effectiveness of internal control 

The system of internal controls applied by the municipality over financial and risk management is effective, efficient and 
transparent In line with the MFMA and the King HI Report on Corporate Governance requirements (as appropriately 
adopted by municipality). Internal Audit provides the Audit Committee and management with assurance that the internal 
controls are appropriate and effective. This is achieved by means of the risk management process, as well as the 
identification of corrective actions and suggested enhancements to the controls and processes. However, from the various 
reports of the Internal Auditors, the External Auditors Report on the annual financial statements, and the management letter 
of the Auditor-General South Africa, it was noted that 'there are a number of material deficiencies in the system of internal 
control or any deviations there from that require management attention. These should be addressed as pari of the Audit 
Recovery Plan. 

The quality of in-year-managemenl and monthly/quarlerly reports submitted in terms of the MFMA and the Division of Revenue 
Act is satisfactory. 

We are satisfied with the content and quality of monthly and quarterly reports prepared and issued by the auditors of the 
municipality during the year under review. 

Evaluation of annual financial statements 

We have: 

® Reviewed and discussed the audited annual financial statements to be included in the annual report, with the 
Auditor-General; 

® Reviewed the Auditor-General of South Africa's management letter and management’s response thereto; 

® Reviewed changes in accounting policies and practices; 

® Reviewed the entities compliance with legal and regulatory provisions; 

® Reviewed significant adjustments resulting from the audit. 

We concur with and accept the Auditor-General of South Africa's report the annual financial statements, and are of the opinion 
that the audited annual financial statements should be accepted and read together with the reporl of the Auditor-General of 
South Africa. 

Internal audit 

We are satisfied that the internal audit function is operating effectively and that it has addressed the risks pertinent to the 
municipality and its audits. 

Auditor-General of South Africa 

We met with the Auditor-General of South Africa to ensure that there are no unresolved issues, 


Chairperson of the Audit Committee 


Date: 
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Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 201 T 

-i- Reviewof activities 

Main business and operations 

The municipality is engaged in provision of municipal services in terms of the Municipal Finance Management Act no.56 of 
2003 and Municipal Systems Act No. 32 of 2000. and operates principally in South Africa, 

The operating results for the year were not satisfactory for the following reasons: 

(a) The municipality recorded a net deficit of Ra9,207,066 (2010: deficit R40T1 4,398). This was mainly due the deterioration in 
the collection rate, which iead to a significant increase In the provision for bad debts. 

(b) The municipality's contribution towards total income remained almost constant. 

Proportion of income generated/raised 

2Q11 

Type of Income 


Property rates 
Service charges 
Grants and subsidies 
Other Income 

2Q1Q 

Type of Income 


Property Rates 
Service charges 
Grants and subsidies 
Other Income 

2- Going concern 

We draw attention to the fact that at 30 June 2011, the municipality had accumulated deficits of R(112,977,082) (2010: 
R 17,253,604) and that the municipality's total liabilities exceed its assets by R(98, 837,956) ((2010: R 10,350,977). Please refer 
to note 45 (Going Concern) to the financial statements. 

Despite the foregoing, the annual financial statements have been prepared on the basis of accounting policies applicable to a 
going concern. This basis presumes that funds will be available to finance future operations and that the realisation of assets 
and settlement of liabilities, contingent obiigations and commitments will occur in the ordinary course of business. Thus, the 
municipality's ability to continue as a going concern is dependent on the fact that, inter alia, the accounting officer continue to 
procure both internal and external funding for the ongoing operations for the municipality. 

3. Subsequent events 

The Chief Finance Officer, Community Services Director and Corporate Services Director were suspended on the 14th of 
December 201 1 . The disciplinary processes will be undertaken in the near future. 

4. Accounting Officer & Other Relevant Officials's interest in contracts 

The municipality has a policy relating to declaration of interest in contracts and other related transactions. This was adhered to 
in that relevant officials with interests in SCM related transactions declared (both potential and existing) declared their interests. 


Proportion of Amount 
contribution to 
income 

5% 7,051,238 

54 % 72,755,019 
25 % 33,960,226 
16% 21,803,242 


Proportion of Amount 
contribution to 
income 

5 % 6,237,049 

50% 57,187,992 

22 % 30,799,519 

23 % 19,538,351 
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Accounting Officer's Report 


5. Aocounting policies 

Th'e~annua8' financial 5tatementsr~were~prep'ared~in~3ccord3nce with the~prg5cribed~Siandards-iof-i3enera[[v Recog nised- 
Accounting Practices (GRAP) issued by the Accounting Standards Board as the prescribed framework by National Treasury, 
including any interpretation and directives. 

6. Accounting Officer 

The accounting officer of the municipality during the year and to the date of this report is as follows: 

Name Nationality 

Mr M. A. Makuapane South African 

7. Corporate governance 
General 

The accounting officer is committed to business integrity, transparency and professionalism in all his activities. As part of this 
commitment, the accounting officer supports the highest standards of corporate governance and the ongoing development of 
best practice. 

The municipality confirms and acknowledges its responsibility to total compliance with the Code of Corporate Practices and 
Conduct ("the Code") laid out in the King Report on Corporate Governance for South Africa 2002. The accounting officer 
discuss the responsibilities of management in this respect, at Council meetings and monitor the municipality's compliance with 
the code on a regular basis. 

Council 

The Council: 

® retains full control over the municipality, its plans and strategy; 

® acknowledges its responsibilities as to strategy, compliance with internal policies, external laws and regulations, 

effective risk management and performance measurement, transparency and effective communication both 
Internally and externally by the municipality; 

Remuneration 


The upper limits of the remuneration of the councillors are determined in terms of the Government Notices issued by the 
Minister of Co-operative Governance and Traditional Affairs, as required of him by the Remunerations of Public Office Bearers 
Act No. 20 of 1998. 

Committee meetings 

The accounting officer meets on a regular basis with the Mayor and Chairpersons of Portfolio Committees. 

Portfolio Committee Chairpersons have access to all members of management (Section 57 Managers) of the municipality. 
Audit and risk committee 


The Chairperson of the audit committee is an independent audit committee member. The committee met on a regular basis 
during the financial year to review matters necessary to fulfil its role. 

In terms of Section 166 of the Municipal Finance Management Act, Dr. Ruth Mompati District Municipaiity must appoint 
members of the shared Audit Committee. Thus, more information with regards to the composition of the shared audit 
committee, its operations and sub-committees wiN be covered in the district municipality's' annual financial statements. 

Internal audit 


The municipality has a shared internal audit function, based at the district municipality (as highlighted above). This is in 
compliance with the Municipal Finance Management Act, 2003, as it is a permitted arrangement. 
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Accounting Officer’s Report 


8* Bankers 

-Th e-m uni cipa I ity ’s- ba n kers-d id not change-dufing^he-cmr-en t-yearr 
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LEKWA TEEMAME LOCAL riflUNICtPALITY 

(Registration number NW396) 

Annual Financia! Statements for the year ended 30 June 2011 

statement of Ftoanciai Position 

Figures in Rand Note(s) 2011 2010 


ASSETS 


CurrenfAsse^ 




Inventories 

8 

829,283 

764,499 

Other financial assets 

5 

29.985 

24.871 

T rade and other receivables (exchange transactions) 

9 

4,175,696 

4,133,138 

Other receivables from non-exchange transactions 

10 

1,446.062 

6.875.216 

Consumer debtors from exchange transactions 

11 

5,355,311 

54,130,150 

Money Market Investments 

7 

1,330,317 

1 .277,343 

Cash and cash equivalents 

12 

156,567 

1,834,585 



13,323,221 

69,039,802 

Non-Current Assets 




Investment property 

2 

502,883 

502,883 

Property, plant and equipment 

3 

49,562,588 

43,727,998 

Intangible assets 

4 

71,961 

2 



50,137,432 

44,230,883 

TOTAL ASSETS 


63,460,653 

113,270,685 

UABIUTIES 




Current Liabilities 




Other interest Bearing Liabilities 

16 

15,007,569 

14,940,879 

Finance lease obligation 

17 

1,752.383 

115,456 

Trade and other payables (exchange transaction) 

20 

108,093,273 

78,565,780 

VAT payable 

21 

8,250.774 

8,026,589 

Consumer deposits 

22 

947,989 

948,655 

Retirement benefit obligation 

6 

794,200 

734.200 

Unspent conditional grants 

18 

5,337,483 

6,289,080 

Provisions 

19 

3,156,783 

2,589,977 



143,340,454 

112,210,616 

Non-Current Liabilities 




Other Interest Bearing Liabilities 

16 

6,206,517 

7,415,846 

Finance lease obligation 

17 

3,971,038 

- 

Retirement benefit obligation 

6 

8,780,600 

3,995,200 



18,958,155 

11,411,046 

TOTAL LIABILITIES 


162,298,609 

123,621,662 

NET ASSETS 


(98,837,956) 

(10,350,977) 

NET ASSETS 




Reserves 




Fair value adjustment assets-available-for-sale reserve 

13&13 

29,985 

24,871 

Government grant reseve 

14&14 

13.763.903 

6,411,089 

Donations and public contributions 

15&15 

345,238 

466,667 

Accumulated surplus 


(112,977,082) 

(17,253,604) 

Total Net Assets 


(98,837,956) 

(10,350,977) 
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statement of Financial Performance 

Figures in Rand Note(s) 2011 2010 

7~U5X23~S~ 6;237:049 

72755,019 57,187,992 

294,415 354,072 

2,330,730 6,291,735 

3,600 2,090,533 

33,960,226 30,799,519 

23 116,395,223 102,960,900 

Other income 


Administration and management fees received 

2,350,212 

- 

Fees earned 

586,344 

575,936 

Commissions received 

85.527 

75,502 

Interest Earned - Outstanding Debtors 

11,291,434 

8,803,794 

Sundry 

585,782 

1,298,141 

DBSA Loan Write - off 

4,197,731 

- 

Interest received 

33 77,467 

19,174,497 

48,638 

10,302,011 


(208,267,763) (151,176,725) 

29 (72,698,038) (37,413,814) 

35 (16,509,028) (3,300,584) 

Deficit for the year (89,207,066) (40,714,398) 


Expenses (Refer to page 10) 

Operating deficit 
Finance costs 


Revenue 
Property rates 
Service charges 

Rental of facilities and equipment 
Fines 

Licences and permits 
Government grants & subsidies 
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statement of Financial Peiformance 


Figures in Rand 

Note(s) 2011 

2010 

Operating expenses 



—Advertising 



Auditors remuneration 

36 (1,167.168) 

(1,132,647) 

Debt impairment 

(92,494,815) 

(49,078,645) 

Bank charges 

(177,893) 

(166,201) 

Bulk purchases 

(36,341,933) 

(28,871,830) 

Chemicals 

(2,451,187) 

(1,915,035) 

Community development and training 

(5,700) 

(32,400) 

Computer expenses 

(3,060) 

(25,919) 

Consulting and professional fees 

(224,622) 

(505,485) 

Consumables 

(4,554) 

(41 ,233) 

Contracted Services 

(1,772,095) 

(4,126,702) 

Debt collection 

(2,768) 

- 

Delivery expenses 

(12,281) 

“ 

Depreciation, amortisation and impairments 

(7,227,966) 

(10,499,794) 

Employee costs 

(41,023,849) 

(34,606,943) 

Entertainment 

(129,457) 

(76,752) 

Stores & material 

(20,836) 

(29,558) 

Stock loss 

- 

(560) 

Land Surveyor 


(149,856) 

Strategic Planning Workshop 

(3,500) 

(6,758) 

Municipal charges 

(1,163,918) 


Grant Related operational expenditure 

- 

(4^367,444) 

Insurance 

(815,187) 

(872,581) 

Lease rentals on operating lease 

(1,411) 

(1,459,915) 

Legal expenses 

(3,524,797) 

(708,104) 

Magazines, books and periodicals 

(1,858) 

(764) 

Motor vehicle expenses 

(1,051,327) 

(1,005,678) 

Other expenses 

(3.921,399) 

(1,393,868) 

Pest control & Poison 

- 

(12,919) 

Licensing 

(100,512) 

(117,241) 

Postage & courier 

(312,379) 

(142,737) 

Printing and stationery 

(292,555) 

(416,535) 

Promotions 

(8,378) 

(9,581) 

Protective clothing 

(98,285) 

(114,634) 

Repairs and maintenance 

(4,045,701) 

(4,072,203) 

Indigent subsidy 

(5,677,345) 

(3,026,459) 

Subscriptions & membership fees 

(244,927) 

(216,906) 

Telephone and fax 

(747,704) 

(910,142) 

Assets written-off 

(2,398,452) 

(201,717) 

Training 

(3,210) 

(38,953) 

Subsistence & travel 

(719,953) 

(774,045) 


(208,267,763) 

(151,176,725) 
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statement of Changes in Net Assets 

Fair value Government Donations and Total reserves Accumulated Total net 
adjustment grant reserve public surplus assets 

Figures in Rand reserve contributions 


l_H , 

Changes in net assets 

Surplus for the year 

Off setting depreciation 

Net purchase of assets 

Asset disposals 

Available for sale shares 

Net prior year adjustment 

24,871 

(2,949,624) 

2,238,413 

(205,766) 

(33,333) 

500,000 

(2,982,957) 

2,738,413 

P05,766) 

24,871 

(40,714,398) 

2,982,957 

(2,738,413) 

205,766 

(24,871) 

(7,648,034) 

J J .4 .r n 

(40,714,398) 

(7,648,034) 

Total changes 

24,871 

(916,977) 

466,667 

(425.439) 

(47,936,993) 

(48,362,432) 

Balance at 01 July 2010 

Changes in net assets 

24,871 

6,411,089 

466,667 

6,902,627 

(17,253,604) 

(10,350,977) 

Surplus for the year 

- 

- 

- 

- 

(89,207,066) 

(89,207,066) 

Off setting depreciation 

- 

(2,451,452) 

(121,429) 

(2,572,881) 

2,572,881 

- 

Net Purchase of Assets 

- 

9,804,266 

- 

9,804,266 

(9,804,266) 

- 

Fair value adjustment 

5,114 

- 

- 

5,114 

(5J14) 


Net prior year adjustment 

- 

- 

- 


720,087 

720,087 

Total changes 

5,114 

7,352,814 

(121,429) 

7,236,499 

(95,723.478) 

(88,486,979) 

Balance at 30 June 201 1 

29,985 

13,763,903 

345,238 

14,139,126 

(112,977,082) 

(98,837,956) 

Note(s) 

13 

14 

15 
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LEKWA TBEMAHE LOCAL fiflUNICiPALITY 

(Registration number N\/\/39S) 

Annua! Financiai Statements for the year ended 30 June 2011 

Cashflow Statement 

Figures in Rand Note(s) 2011 2010 


Cash f lows from o perating acti vities 


Receipts 


Sale of goods and services 


42,318,186 

71,913,889 

Grants 


33,960,226 

30,799,519 

Investment Income 


77,467 

48,638 

Other cash items 


6,236,610 

82,592,489 

10,687,919 

113,449,965 

Paymeiits 

Employee costs 


(43,822,081) 

(39,241 ,473) 

Suppliers 


(15,402,835) 

(13,286,713) 

Finance costs 


(4,867,701) 

(3,300,584) 

Other payments 


(11,701,292) 

(75,793,909) 

(48,140,890) 

(103,969,660) 

Net cash flows from operating activities 

39 

6,798,580 

9,480,305 

Cash flows from investing activities 

Purchase of property, plant and equipment 

3 

(22,887,460) 

(9,515,705) 

Proceeds from sale of property, plant and equipment 

3 

10,083,982 

183,290 

Purchase of other intangible assets 

4 

(80,358) 

- 

Proceeds from sale of financial assets 


(5,114) 

- 

Increase in money market instruments 


(52,974) 

(47,360) 

Net cash flows from investing activities 


(12,941,924) 

(8,379,775) 

Cash flows from financing activities 

Repayment of other interest bearing liabilities 


(1,142,639) 

2,865,168 

Movement in Dr. Segomotsi Ruth Mompati District Municipality's Loan 


- 

(1,000,000) 

Finance lease payments 


5,607,965 

(30,636) 

Net cash flows from financing activities 


4,465,328 

1,834,532 

Net increase/(decrease) in cash and cash equivalents 


(1,673,018) 

1,935,062 

Cash and cash equivalents at the beginning of the year 


1,834,585 

(100,477) 

Cash and cash equivalents at the end of the year 

12 

156,567 

1,834,585 
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(Registration number NW3G6) 

Annual Financial Statements for the year ended 30 June 2011 

Accounting Policies 


1. Presentation of Annual Financial Statements 

Th e“a n n ua r ■ fi n a ncia I “state meats- have“been“p rep aTed“1 n-acco rdance- with“the““effective“Sta n d aid s of Gen e ra[ly“RecDgntsed' 
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in accordance with the Municipal Finance Management Act (Act 56 of 2003). . 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 

These accounting policies applied are consistent with those used to present the previous yearns financial statements, unless 
explicitly stated. The details of any changes in accounting policies are explained in the relevant policy. 

1.1 Statements and Interpretations Not Yet Effective 

GRAP Standards 


At the date of authorisation of these Annual Financial Statements, the following standards and interpretations were in issue but 
not yet effective and have not been early adopted by the municipality: 

* GRAP 1 8 " Segment Reporting 

* GRAP 21 - Impairment of Non-Cash Generating Assets; 

* GRAP 23 - Revenue from Non-Exchange Transactions; 

» GRAP 24 - Presentation of Budget Information in Financial Statements; 

» GRAP 25 - Employee Benefits; 

" GRAP 26 - Impairment of Cash Generating Assets; 

* GRAP 103 - Heritage Assets; 

* GRAP 104 - Financial Instruments; 

* GRAP 105 - T ransfer of Functions Between Entities Under Common Control; 

* GRAP 106 - Transfer of Functions Between Entities Not Under Common Control; 

* GRAP 107 - Mergers; 

* GRAP 20 - Related Party Disclosures. 

GRAP IS, 21, 23, 24, 26, 103 and 104 are effective for financial periods beginning on or after 1 April 2012. The municipality 
plans to implement these standards for the financial periods beginning 1 July 2012, in line with the stated transitional 
arrangements. At this moment, the impact of the adoption of these standards is not known and cannot be reasonably estimated 
as the input data is not readily available. Further, the accounting policies will also be amended accordingly. 

Regarding GRAP 105, 106, 107, 20 and 25, there are not effective dates as yet as the Minister of Finance has not yet 
determined the effective dates. The nature of the impending changes, when the municipality intends to adopt them and the 
likely impact on the financial statements will be discussed or determined when the Minister of Finance determines the effective 
date. 

1.2 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts prepresented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates 
which may be material to the annual financial statements. 

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised, if the revision affects only that period or in the period of the revision 
and future periods if the revision affects both the current and future periods. 

In the process of applying the municipality’s policies, management has made the following significant accounting judgements, 
estimates and assumptions, which have the most significant effect on the amounts recognised in the financial statements and 
these are consistent with the previous period: 


62 





LEKWA TEEMANE LOCAL IVSUNiCIPALIW 

(Registration number NW396) 

Annual Financial Statements for the year ended 30 June 201 1 

Accouoting Policies 


1 .2 Significant judgements and sources of estisnstion uncertainty (continued} 

~lni'pa [•rrrrent~Qfi:ra'de~an'd~Qth^ri^ec'eivabBe5' - ^ 

The municipality assesses its trade and other receivables for impairment at the end of each reporting period. In determining 
whether an impairment loss should be recorded in surplus or deficit, the municipality makes judgements as to whether the 
observable data indicate a measurable decrease in the estimated future cash flows from a financial asset. 

Available-for-sale financial assets 


The municipality follows the guidance of IAS 39 to determine when an available-for-sale financial asset is impaired. This 
determination requires significant judgment. In making this judgment, the municipality evaluates, among other factors, the 
duration and extent to which the fair value of an investment is less than its cost; and the financial health of and near-term 
business outlook for the Investee, including factors such as industry and sector performance, changes in technology and 
operational and financing cash flow. 

Allowance fors^ow moving, damaped and obsolete inventory 

An allowance for inventory to write inventory down to the lower of cost or net realisable value. Management have made 
estimates of the selling price and direct cost to sell on certain inventory items. The write down is included in the operation 
surplus note. 

Fair value estimation 

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based on 
quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the 
municipality is the current bid price. 

The carrying value less impairment provision of trade and other receivables are assumed to approximate their fair values. 
Impairment testing 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely 
independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates 
are prepared of expected future cash flows for each group of assets. Expected future cash flows used to determine the value in 
use of tangible assets are inherently uncertain and could materially change over time. They are significantly affected by a 
number of factors including supply, demand, together with economic factors such as interest and inflation rates. 

Provisions and contingent liabilities 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note 19 - Provisions. 

Pension and Other Post retirement benefits 


The cost of defined benefit pension plans and other post-employment medical benefits is determined using actuarial 
valuations. The actuarial valuation involves making assumptions about discount rates, expected rates of return on assets, 
future salary increases, mortality rates and future pension increases. Due to the long-term nature of these plans, such 
estimates are subject to significant uncertainty. Any changes in these assumptions will impact on the carrying amount of post 
retirement obligations. 

Additional information is disclosed in Note 6. 

Classification as investment property 

The municipality regularly reviews its property portfolio and determine which items of land and buildings are held to earn rental 
revenue or for capital appreciation. Land and buildings fulfilling these requirements have been classified as investment 
property, whilst the remainder of the portfolio have either been classified as property, plant and equipment or inventory 
depending on management's intention in dealing with these properties. 
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Accounting Policies 


1.2 Significant judgements and sources of estimation uncertainty (continued) 

Depreciation a n d tl^C^fr^mg VaTue of IterfTs"^ a n d~Eq ui pm ent ^ 

The estimation of useful lives of assets is based on management’s judgement. Management considers the impact of 
technoiogy, availability of capital funding, service requirements and/or required return on assets to determine the optimum 
useful life expectation, where appropriate. The estimation of residual values of assets is also based on management's 
judgement whether the assets will be sold or used to the end of the useful lives, and what their condition will be at that time. 

1.3 Investment property 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a 
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is 
derecognised. 

Fair value 


Subsequent to initial measurement investment property is measured at fair value. 

The fair value of investment property reflects market conditions at the reporting date. 

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 
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1.3 Investment property (contniued) 

! IIIIZ ^ ^ ^ 

Aocording to the transitional provision, the municipality is not required to measure investment property for reporting periods 
beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP on Investment 
property. Investment property has accordingly been recognised at provisional amounts, as disclosed in note 2. The transitional 
provision expires on 30 June 2012. 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where investment property 
was acquired through a transfer of functions, the municipality is not required to measure that investment property for a period of 
three years from the effective date of the transfer of functions or the effective date of the Standard, whichever is later. The 
municipality acquired a transfer(s) of function in 2011 and investment property has accordingly been recognised at provisional 
amounts, as disclosed in note 2. 

Until such time as the measurement period expires and investment property is recognised and measured in accordance with 
the requirements of the Standard of GRAP on Investment property, the municipality need not comply with the Standards of 
GRAP on: 

® Presentation of Financial Statements (GRAP 1), 

® The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

® Leases (GRAP 13), 

® Segment Reporting (GRAP 18), 

Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Investment property implies that any 
associated presentation and disclosure requirements need not be complied with for investment property not measured in 
accordance with the requirements of the Standard of GRAP on Investment property. 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

® it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

® the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 
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Accounting Policies 


1.4 Property, plant and equipment (continued) 
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Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, piant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, piant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset. 

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in 
respect of that asset 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings when the asset is derecognised. 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings as the asset is used. The amount transferred is equal to the difference between depreciation based on the revalued 
carrying amount and depreciation based on the original cost of the asset. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value from the day that the asset is ready for use. 

Land is not depreciated, as it is deemed to have an indefinite useful life. 

Incomplete construction work is stated at historical cost, as Work In Progress (WIP). Depreciation only commences when the 
asset is ready for use. 


The useful lives of items of property, plant and equipment have been assessed as follows: 

Item 

Averaqe useful life fvears) 

Infrastructure 

• Roads and Paving 

30 

• Electricity 

20-30 

* Water 

15-20 

• Sewerage 

15-20 

• Housing 

30 

Community 

- Buildings 

30 

■ Recreational facilities 

20-30 

• Security 

5 
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1.4 Property, plant and equipment (continEjed) 

Other 

Buildinos ■ ■ 

30 

^ Specialist vehicles 

5-20 

® Other vehicles 

5-7 

® Office equipment 

3-7 

® Furniture and fittings 

7- 10 

^ Landfill sites 

2-5 

® Plant and machinery 

2-7 

® Leased assets 

3-7 


Residual value is what the asset would currently receive if in the condition it would at the end of its useful life. The asset’s 
residual value and the useful life are reviewed and adjusted, if appropriate, at the end of each reporting date. If the 
expectations differ from previous estimates, the change is recognised as a change in accounting estimate in the Statement of 
Financial Performance. The actual useful lives, residual values and depreciation method are assessed annually and might vary 
depending on a number of factors. In re-assessing asset lives, factors such as technological innovation, product life cycles and 
maintenance programme are taken into account. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These assets are not 
accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. All cash 
flows on these assets are included in cash flows from operating activities in the cashflow statement. 

Transitional provision 

According to the transitional provision, the municipality is not required to measure property, plant and equipment for reporting 
periods beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP on 
Property, plant and equipment. Property, plant and equipment has accordingly been recognised at provisional amounts, as 
disclosed in note 3. The transitional provision expires on 30 June 2012. 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where property, plant and 
equipment was acquired through a transfer of functions, the municipality is not required to measure that property, plant and 
equipment for a period of three years from the effective date of the transfer of functions or the effective date of the Standard, 
whichever is later. The municipality acquired a transfer(s) of function in 2011 and property, plant and equipment has 
accordingly been recognised at provisional amounts, as disclosed in note 3. 

Until such time as the measurement period expires and property, plant and equipment is recognised and measured in 
accordance with the requirements of the Standard of GRAP on Property, plant and equipment, the municipality need not 
comply with the Standards of GRAP on: 

e* Presentation of Financial Statements (GRAP 1). 

® Leases (GRAP 13), 

® Segment Reporting (GRAP 18), 

® Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Property, plant and equipment 
implies that any associated presentation and disclosure requirements need not be complied with for property, plant and 
equipment not measured in accordance with the requirements of the Standard of GRAP on Property, plant and equipment. 
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1.5 Site restoration and dismantling cost 

Tlienriunicipalit^has an obiTgatiph to' disriianll^ remove andn^tpr^dme items^of^^^ plant and“eqTJipmenfrSuch 

obhgatfons are referred to is 'decOm missioning, resfdfatioh and similar liabilities'. The cost of an item of property, plant and 
equipment includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located, the obligation for which a municipality incurs either when the item is acquired or as a consequence of having used 
the item during a particular period for purposes other than to produce inventories during that period. 

If the related asset is measured using the cost model: 

• changes in the liability are added to, or deducted from, the cost of the related asset in the current period; 

» if a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 

surplus or deficit; and 

• if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an 
indication that the new carrying amount of the asset may not be fully recoverable. If it is such an indication, the 
asset is tested for impairment by estimating its recoverable amount, and any impairment loss is recognised in 
surplus or deficit. 

if the related asset is measured using the revaluation model: 

« changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that: 

a decrease in the liability is credited to revaluation surplus in equity, except that it is recognised in surplus 
or deficit to the extent that it reverses a revaluation deficit on the asset that was previously recognised in surplus 
or deficit 

an increase in the liability is recognised in surplus or deficit, except that it is debited to the revaluation 
surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset, 

« in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had the 
asset been carried under the cost model, the excess is recognised immediately in surplus or deficit; and 

• a change in the liability is an indication that the asset may have to be revalued in order to ensure that the 
carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. Any such revaluation is taken into account in determining the amounts to be taken to surplus or 
deficit. If a revaluation is necessary, al[ assets of that class are revalued, 

1.6 Intangible assets 

An asset is identified as an intangible asset when it: 

• is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged, 
either individually or together with a related contract, assets or liability; or 

• arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate 
from the municipality or from other rights and obligations. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value of the asset can be measured reliably. 

Intangible assets are initially recognised at cost. 

An intangible asset acquired at no or nominal cost, the cost shall be its fair value as at the date of acquisition. 

[nlangible assets are carried at cost less any accurriulated amortisation and any impalnrient losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 


68 



LEKWA TEEMANE LOCAL iViUNICiPAiJTY 

(Regisiration number NW3G6) 

Annual Financial Statements for the year ended 30 June 201 1 

Accounting PoEictes 


i,S Intangible assets (conlEnued) 
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Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 


Item Useful life 

Computer software 3- 7 years 


Intangible assets are derecognised: 

® on disposal; or 

® when no future economic benefits or service potential are expected from its use or disposal 
Transitionaf provision 


According to the transitional provision, the municipality ts not required to measure intangible assets for reporting periods 
beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP on Intangible 
assets. Intangible Assets has accordingly been recognised at provisional amounts, as disclosed in 4, The transitional provision 
expires on 30 June 2012, 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where intangible assets was 
acquired through a transfer of functions, the municipality is not required to measure that intangible assets for a period of three 
years from the effective date of the transfer of functions or the effective date of the Standard, whichever is later. The 
municipality acquired a transfer(s) of function in 2011 and intangible assets has accordingly been recognised at provisional 
amounts, as disclosed in note 4, 

Until such time as the measurement period expires and intangible assets is recognised and measured in accordance with the 
requirements of the Standard of GRAP on Intangible assets, the municipality need not comply with the Standards of GRAP on; 

® Presentation of Financial Statements (GRAP 1), 

® The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

® Leases (GRAP 13), 

® Segment Reporting (GRAP IS), 

® Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Intangible assets implies that any 
associated presentation and disclosure requirements need not be complied with for intangible assets not measured in 
accordance with the requirements of the Standard of GRAP on Intangible assets, 

1.7 Financial instruments 

Classification 

The entity classifies financial assets and financial liabilities into the following categories: 

® Held-to-maturrty investment 

® Loans and receivables 

® Available-for-sale financial assets 

® Interest bearing borrowings. 

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initial 
recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets designated as at fair 
value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category. 
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1.7 Financial instruments (continued) 

“lliitiaf recqqnltipn an^d " ' 

Financial instruments are recognised initially when the municipality becomes a party to the contractual provisions of the 
instruments. 

The municipality classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial 
liability or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not 
determinable, which are measured at cost and are classified as available-for-sale financial assets. 

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the initial 
measurement of the instrument. 

Transaction costs on financial instruments at fair value through surplus or deficit are recognised in surplus or deficit. 
Subsequent measurement 


Financial instruments at fair value through surplus or deficit are subsequently measured at fair value, with gains and losses 
arising from changes in fair value being included in surplus or deficit for the period. 

Net gains or losses on the financial instruments at fair value through surplus or deficit include dividends and interest. 

Loans and receivables are subsequently measured at amortised cost, less accumulated impairment losses. 

Available-for-sale financial assets are subsequently measured at fair value. This excludes equity investments for which a fair 
value is not determinable, which are measured at cost less accumulated impairment losses. 

Gains and losses arising from changes in fair value are recognised in equity until the asset is disposed of or determined to be 
impaired. Dividends received on available-for-sale equity instruments are recognised in surplus or deficit as part of other 
income when the municipality’s right to receive payment is established. 

impairment of financial assets 

At each end of the reporting period the municipality assesses all financial assets, other than those at fair value through surplus 
or deficit, to determine whether there is objective evidence that a financial asset or group of financial assets has been impaired. 

For amounts due to the municipality, significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy and default of payments are all considered indicators of impairment 

In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of the security 
below its cost Is considered an indicator of impairment. If any such evidence exists for available-for-sale financial assets, the 
cumulative loss - measured as the difference between the acquisition cost and current fair value, less any impairment loss on 
that financial asset previously recognised in surplus or deficit - is removed from equity as a reclassification adjustment and 
recognised in surplus or deficit. 

Impairment losses are recognised In surplus or deficit. 

Impairment losses are reversed when an increase in the financial asset’s recoverable amount can be related objectively to an 
event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the financial asset at 
the date that the impairment is reversed shall not exceed what the carrying amount would have been had the impairment not 
been recognised. 

Reversals of impairment losses are recognised in surplus or deficit except for equity investments classified as available-for- 
sale. 

Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at cost because 
fair value was not determinable. 
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1.7 Financial instruments (continued) 

— Flna-nc!al-mstruments designated-as-avai^abBe-fQ-r-sale - . 

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the 
other categories. 

Trade and other repeivables 

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost less any 
accumulated impairment losses and/or any other adjustments. A provision for impairment is established when there is objective 
evidence that the municipality will not be able to collect all amounts due according to the original terms of the receivables. 
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and 
default or delinquency in payments (more than 30 days overdue) are considered indicators that the trade receivable is 
impaired. The allowance recognised is measured as the difference between the asset’s carrying amount and the estimated 
amount recoverable (using a reasonable and approved basis). 

The carrying amount of the asset is reduced through the use of a provision forbad debts account, and the amount of the deficit 
is recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off against 
the provision for bad debts account for trade receivables. Subsequent recoveries of amounts previously written off are credited 
against operating expenses in surplus or deficit. Bad debts are written off during the year in which they are identified. 

Trade and other receivables are classified as loans and receivables. 

Amounts receivable within 12 months from the date of reporting are classified as current. 

Trade and other payables 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost. 

Liabilities for annual leave (accrued leave pay) are recognised as they accrue to employees. Provision is based on the potential 
liability (value of leave credits as at 30 June) of the municipality. 

Cash and cash equivalents 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short- 
term highly liquid investments that are readily convertible to a known amount of cash and are held with registered banking 
institutions with maturities of three months or less. They are subject to an insignificant risk of changes in value. 

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise cash on hand and deposits held on call 
with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets: loans and 
receivables. Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as 
incurred. Bank overdrafts are shown in borrowings in current liabilities on the Statement of Financial Position. Cash and cash 
equivalents and bank borrowings are subsequently recorded at face value. 

Bank overdraft and borrowings 

Bank overdrafts and interest-bearing borrowings are initially measured at fair value, net of transaction costs incurred. 
Borrowings are subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs) and the 
redemption value is recognised in the Statement of Financial Performance over the period of the borrowing, using the effective 
interest rate method. 

Interest-bearing borrowings are classified as non-current and current liabilities unless the municipality has an unconditional 
right to defer settlement of the liability for at least 12 months after the reporting date. 

Loans and receivables 


Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active 
market. They are included in current assets, except for maturities greater than 12 months after the reporting date. These are 
classified as non-current assets. The municipality's loans and receivables comprised trade receivables and other receivables 
and cash and cash equivalents. 
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1.7 Financial instruments (continued) 

Offs ettf n qoffi rranoia l^ssetsa n di ia b ■ i i t les " — - 

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position 
when and only when: 

• the municipality has a legally enforceable right to set off the recognised amounts, and; 

* the municipality intends either to settle on a net basis or realise the asset and settle the liability simultaneously. 

In accounting for a transfer of a financial asset that does not qualify for derecognition, the municipality will off set the 
transferred asset and the associated liability. 

Disposal and Derecognition 

Disposal 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or credited 
to the Statement of Financial Performance. 

Derecognition 


Financial assets are derecognised when the right to receive cash flows from the investment have expired or have been 
transferred and the municipality transferred, substantially, all risks and rewards of ownership. 

Impairment of financial assets 

At the end of each reporting period, the municipality assesses all financial assets, other than those at fair value through surplus 
or deficit, to determine whether there is an objective evidence that a financial asset or group of financial assets have been 
impaired. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an 
expense in the Statement of Financial Performance in the period that the impairment is identified. Impairment losses 
recognised in the Statement of Financial Performance on equity instruments are not reversed through the Statement of 
Financial Performance. 

Where the financial assets are impaired through use of an allowance account, the amount of the loss is recognised in the 
surplus or deficit within operating expenses. When such assets are written off, the write-off is made against the relevant 
allowance account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

1.8 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

Finance leases - lessor 


When assets are leased out under a finance lease, the present value of the lease payments is recognised as a receivable. The 
difference between the gross receivable and the present value of the receivable is recognised as unearned finance income. 

Lease income is recognised over the term of the lease using the net investment method, which reflects a constant periodic rate 
of return. 
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1»S Leases (continued) 

F E n a n ce-f ea s es~i ess ee' ~ 


The municipality leases certain property, plant and equipment. Leases of property, plan and equipment where the municipality 
assumes substantially all the risks and rewards of ov^/nership are classified as finance leases. Finance lease assets and 
liabilities are recognised at the inception of the [ease at the lower of the fair value of the leased assets and the present value of 
the future minimum lease payments. 

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance 
balance outstanding. The corresponding rental obligations, net of finance charges are included in other long term payables. 
The interest element of the finance cost is charged to the Statement of Financial Performance over the lease period so as to 
produce a constant periodic rate of interest on the remaining balance of the liability for each period. The property plant and 
equipment acquired under finance leases are depreciated over the shorter of the useful life of the asset and the lease term. 
The municipality will not incur a foreign currency lease liability other than that allowed by the MFMA Act (Act 56 of 2003). 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases ^ lessor 


V\/hen assets are leased out under an operating lease, the asset is included in the Statement of Financial Position based on 
the nature of the asset. 

Operating Beases ° lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference betu^een 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

Operating leases are those leases which do not fall within the scope of the above definition of finance leases. Payments made 
under operating leases are charged against income on a straight line basis over the period of the lease. 

1.9 Inventories 

Consumable stores, raw materials and finished goods are initially measured at cost except where inventories are acquired at 
no cost, or for nominal consideration, then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

® distribution at no charge or for a nominal charge; or 

® consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all inventories 
having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value and all losses of inventories 
are recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of 
inventories, arising from an increase in net realisable value, are recognised as a reduction in the amount of inventories 
recognised as an expense in the period in which the reversal occurs. 

Unsold properties are measured at the lower of cost and net realisable value. Cost is primarily determined by reference to the 
Valuation Roll or total cost of servicing the land such as direct costs and portion of overhead costs that relates to the 
development. 
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1.9 Inventories (continued) 

Wateri nventoryis' m e a su red“at“t he lowest of purify in g cots a nd net re a i is abi e va lu e i n ' s o fa r as it is sto re d' and cant roiled' I n 
reseh/p jrs ai yea rend . Keadings or Waier ieveis are iaken ai year-en'a, whicn is quantiffeci at irie above vaiue. 

Land held for development, including the land in the process of development until legal completion of the sale of the asset, is 
initially recorded at cost Where through deferred purchase credit terms, cost differed from the nominal amount which will 
actually be paid in settling the deferred purchase terms liability, no adjustment is made to the cost of the land, the difference 
being charged as a finance costs. 

Transitional provision 

According to the transitional provision, the municipality is not required to measure inventories for reporting periods beginning 
on or after a date within three years following the date of initial adoption of the Standard of GRAP on Inventories. Inventories 
has accordingly been recognised at provisional amounts, as disclosed in 8. The transitional provision expires on 30 June 2012. 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where inventories was 
acquired through a transfer of functions, the municipality is not required to measure that inventories for a period of three years 
from the effective date of the transfer of functions or the effective date of the Standard, whichever is later. The municipality 
acquired a transfer(s) of function in 2011 and inventories has accordingly been recognised at provisional amounts, as 
disclosed in 8. 

Until such time as the measurement period expires and inventories is recognised and measured in accordance with the 
requirements of the Standard of GRAP on Intangible assets, the municipality need not comply with the Standards of GRAP on; 

• Presentation of Financial Statements (GRAP 1), 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Inventories implies that any 
associated presentation and disclosure requirements need not be complied with for inventories not measured in accordance 
with the requirements of the Standard of GRAP on Inventories. 

1.1 D Going Concern Assumptions 

The annual financial statements were prepared on a going concern basis, i.e. the assumption that the municipality will continue 
to operate as a going concern for the next 12 months. 

1.11 Non-current assets held for sale and disposal groups 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered principally 
through a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is highly 
probable and the asset (or disposal group) is available for immediate sale in its present condition. Management must be 
committed to the sale, which should be expected to qualify for recognition as a completed sale within one year from the date of 
classification. 

Non-current assets held for sale (or disposal group) are measured at the lower of its carrying amount and fair value less costs 
to sell, 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part of a disposal group 
classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are recognised in surplus 
or deficit. 
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1,12 Impairment of Property^ Plant and Equipment 

Th~e~mT3nMp~ajtty Tests to tnnpairmen t wheTe~T[Tere~ts~a~n~ind1C3t^^^^ that an asset' might' be~impaiTed7~AlT~as's~e^^^ of whether 

there is an indication of possible impairment is done at each balance sheet date. Where the carrying amount of an item of 
property, plant and equipment is greater than the estimated recoverable amount (or recoverable service amount), It is written 
down immediately to its recoverable amount (or recoverable service amount) and an impairment loss is charged to the 
Statement of Financial Performance. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumuiated depreciation and accumulated impairment losses thereon. 

Costs of disposal are incremental costs directly attributabie to the disposal of an asset, excluding finance costs and income tax 
expense. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use. 
Identification 


V\/hen the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also test a cash-generating intangible asset with 
an indefinite useful fife or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year, if an intangible 
asset was initially recognised during the current reporting period, that intangible asset was tested for innpairment before the end 
of the current reporting period. 

Value In use 


Value in use of an asset is the present value of the estimated future cash flows expected to be derived from the continuing use 
of an asset and from Its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to 
those future cash flows. 

Recognition and measurement flndividual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the asset is adjusted in future periods to 
allocate the asset’s revised carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life. 
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1.12 Impairment of Property^ Plant and Equipment (continued) 

Reversal of im pal fmerit loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for any asset may no longer exist or may have decreased. If any such indication exists, the entity estimates the 
recoverable amount of that asset. 

An impairment loss recognised in prior periods for asset is reversed if there has been a change in the estimates used to 
determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying amount of the asset is 
increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased carrying amount of an 
asset attributable to a reversal of an impairment loss does not exceed the carrying amount that wouid have been determined 
(net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the asset is adjusted in future 
periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic basis 
over its remaining useful life. 

1.13 Incomplete Construction Work (Work In Progress) 

Incomplete construction work is stated at historical costs. Historical costs relates to accumulation of capital amounts incurred to 
the date of commission. Depreciation will only commence when the asset is available for use, after commissioning, 

1.14 Tax 

The municipality is exempt from taxes in terms of section 10(1)(c)(B)(i)(ff} of the income Tax Act. 

1.15 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation 
ieave and sick ieave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the 
service is rendered and are not discounted. Liabilities relating to such benefits that are unpaid at year-end are measured at the 
undiscounted amount that the municipality expects to pay in exchange for that service and had accumulated at the reporting 
date. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. 

The expected cost of performance bonus payments is recognised as an expense when there is a legal or constructive 
obligation to make such payments as a result of past performance and the obligation can be estimated reliably. 
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1.15 Employee benefits (continued) 

Defrn-ed~contri b'uti on-p1ans~(P ensiD'nrPTQvldent'a'ndTe tire ment funds) 

The municipality's and its employees contributes to various pension, provident and retirement funds and its Councillors 
contribute to the Pension Fund for Municipal Counciliors, The retirement benefit are calculated in accordance with the rules of 
the funds. Full actuarial valuations are performed by the relevant funds on a regular basis as per the requirement of the various 
funds. Current contributions are recognised in surplus or deficit in the period in which the service is rendered by the relevant 
employees. Prepaid contributions are recognised as an asset to the extent that a cash refund ora reduction in future payments 
is available. 

Some of the various funds that the municipality contributes to are multi-employer defined benefit plans but they are accounted 
for as defined contribution plans. This is so because of the nature of these funds and the fact that the assets are not 
specifically associated to meet the obligations in respect of individual employers in terms of paragraph 30 of IAS 19. Thus, 
there is no consistent and reliable basis for allocating the obligations, plan assets and costs to individual municipalities 
participating in the plan. The contributions to the fund obligations for the payment of retirement benefits are expensed in the 
year it becomes payable. These multi-employer plans are actuarially valued annually on a national or provincial basis, using 
the projected unit credit method. Defidts, If any, are recovered through lumpsum payments or increased future contributions on 
a proportional basis from all participating municipalities. 
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1.15 Employee benefits (continued) 

D ef in ed be n ef i t pi a ns~ 

The municipality provides certain post retirement medical benefits by funding the medical aid contributions of certain retired 
members of the municipality. According to the . rules of the medical aid fund associated with the municipality, when a member 
who joined the municipality under the current conditions of service retires, she/he is entitled to remain a continued member of 
such medical aid fund on retirement, in which case the municipality is liable for a certain portion of the medical aid membership 
fee. These funds are classified as defined benefit plans. The cost of providing the benefits is determined using the projected 
unit credit method prescribed by IAS 19. Future benefit values are projected using specific actuarial assumptions, and the 
liability for in service members is accrued over the expected lifetime. No plan assets exist and any actuarial gains or losses are 
recognised immediately. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. 

Current Service Costs and Interest Costs are recognised as a period expense in the statement of financial performance and is 
matched to the benefit received during the working life of the employee. The current service costs includes the expense for the 
benefits received by the employee currently in service and the cost of funding the employee when no longer in service. The 
expense for the year is included in the employee benefit expense in the statement of financial performance. 

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise amortised 
on a straight line basis over the average period until the amended benefits become vested. 

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the entity is demonstrably 
committed to curtailment or settlement. 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other 
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit 
plan is presented as the net of the amount recognised fora reimbursement. 

The amount recognised in the statement of financial position represents the present value of the defined benefit obligation as 
adjusted for unrecognised past service costs and the fair value of plan assets. Recognition of a defined benefit asset is limited 
to unrecognised past sevice costs plus the present value of available refunds and reduction in future contributions to the plan. 

When some of the employees are not members of any qualifying medical aid scheme as at the reporting date, the municipality 
accrues a portion of the estimated number of members that are likely to join the fund prior to retirement, together with the 
provision of employees who are members of the approved medical aid scheme. This management estimate is meant to cater 
for employees who are likely to join the qualifying medical aid scheme in future. The compliment of the provision recognised is 
disclosed in the notes to the financial statements as a contingent liability. It should be noted that various basis or a reasonable 
basis is used to determine this, ranging from enquiries from such employees to other statistical information like new members 
during the current year as a proportion of those who were not members of any medical aid scheme. Thus, one or methods can 
be used to determine this. 

Other Long Term Employee Benefits 

Long service awards are provided to employees who achieve certain p re-determined milestones of service within the 
municipality. 

The municipality's net obligation in respect of long service awards is the amount of future benefit that employees have earned 
in return for their service in the current and prior periods. The benefit is discounted to determine its present value. 

Transitional Provisions (First Time Adoption of IAS 19 (Employee Benefits) 

The municipality adopted IAS 29 ( Employee Benefits) for the first time as at 1 July 2009. As there was no requirement to 
recognised the post retirement medical aid benefits as a defined benefit fund under the previous reporting format, the opening 
net obligation/asset for this fund is nil. 

The municipality has irrevocably chosen to recognised the opening obligation as at 1 July 2009 in the income statement over a 
period of five years, as provided for by the standard. Actuarial gains and/or losses will, however, be recognised in full. Relevant 
disclosures and presentations will be done in the financial statements and notes to the financial statements. 
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1.18 Previsions and contingencies 

~ P ro V rston~s~a re~recQ a n ised when: - 

® the municipality has a present obligation as a result of a past event; 

it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

® a reliable estimate can be made of the obligation. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to 
the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are measured at 
the present value of the expenditure expected to be incumed to settle the obligation. Where there are a number of similar 
obligations, the likelihood that an outflow will be required in settlement is determined by considering the class of obligation as a 
whole. A provision is recognised even if the likelihood of an outflow with respect to any one item included in the same class of 
obligation may be small. Provisions are reversed if it is no longer probable that an outflow of resources embodying economic 
benefits or service potential will be required, to settle the obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

Provisions are not recognised for future operating deficits. 

[f an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 41. 

Cleaning Up of Illegal Dumping: The municipality is cleaning up illegal dumping on an ongoing basis as part of maintenance. 
Therefore, there is no backlog cleaning that needs to take place. No provision is currently made for the cleaning up of illegal 
dumping. Where there is no provision recognised, a contingent liability is disclosed. 

Landfill sites: The municipality has an obligation to rehabilitate its landfill sites in terms of its licensing stipulations. A provision 
has been established from 2008/9. The amount of the provision is recognised at the present value of the expenditure expected 
to settle the obligations and is carried at amortised cost. 
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1.16 Provisions and contingencies (continued) 

TrahsrtTo rial provision 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where provisions, 
contingent liabilities and contingent assets was acquired through a transfer of functions, the municipality is not required to 
measure that provisions, contingent liabilities and contingent assets for a period of three years from the effective date of the 
transfer of functions or the effective date of the Standard, whichever is later. The municipality acquired a transfer(s) of function 
in 201 1 and provisions, contingent liabilities and contingent assets has accordingly been recognised at provisional amounts, as 
disclosed in note 19. 

Until such time as the measurement period expires and provisions, contingent liabilities and contingent assets is recognised 
and measured in accordance with the requirements of the Standard of GRAP on Provisions, contingent liabilities and 
contingent assets, the municipality need not comply with the Standards of GRAP on: 

* Presentation of Financial Statements (GRAP 1), 

« The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

« Leases (GRAP 13), 

* Segment Reporting (GRAP 18), 

« Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Provisions, contingent liabilities and 
contingent assets implies that any associated presentation and disclosure requirements need not be complied with for 
provisions, contingent liabilities and contingent assets not nneasured in accordance with the requirements of the Standard of 
GRAP on Provisions, contingent liabilities and contingent assets. 

1.17 Revenue from exchange transactions 

Revenue is derived from a variety of sources which include rates levied, grants from other tiers of government and revenue 
from trading activities and other services provided. 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services 
rendered/good s sold, the vaiue of which approximated the consideration received or receivable. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm's length transaction. 

Measurement 


Revenue is measured at the fair value of the consideration received or receivable, net of value added tax, trade discounts, 
returns and volume rebates. 

Sale of goods 


Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

s it is probable that the economic benefits or service potential associated with the transaction will flo'w to the 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
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1,17 Revenue from exchange transactEorss (continued) 

"Reri'derm'Cj-of services - — ' 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

® the amount of revenue can be measured reliably; 

® it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

® the stage of completion of the transaction at the reporting date can be measured reliably; and 

® the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Interest, royalties, dividends & other income 


Interest earned on investments is recognised on a time proportion basis that takes into account the effective yield on the 
investments. Interest earned on outstanding debtors is recognised on a time proportion basis. 

Royalties are recognised as they are earned in accordance with the substance of the relevant agreements. 

Dividends, or their equivalents are recognised, in surplus or deficit, when the municipality’s right to receive payment has been 
established. 

Service charges relating to electricity, water and sanitation are based on consumption. Meters are read and billed on a monthly 
basis and revenue is recognised when invoiced. Estimated consumptions are made monthly when meters have not been read. 
The estimates of consumption are recognised as revenue when invoiced. Adjustments to estimates of consumption are made 
in the invoicing period when meters have been read. These adjustments are recognised as against or for revenue in the 
invoicing period. . 

Income from agency services: Income from agency services is recognised on a monthly basis once the income 
collected/received on behalf of agents has been quantified. The income is recognised in terms of the agency agreement. 

1.18 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly 
giving approximately equal value in exchange. 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 

Measurement 


Revenue is measured at the fair vaiue of the consideration received or receivable, net of trade discounts and volume rebates. 
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1.18 Revenue from non-exchange transactions (continued) 

Rates; including CQllection charges and penalties interest - - ' 

Revenue from rates, including collection charges and penalty interest, is recognised on a monthly basis when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

» the amount of the revenue can be measured reliably; and 

• there has been compliance with the relevant legal requirements. 

Revenue from rates is recognised when the legal entitlement to this revenue arises. A site rating system is applied. In terms of 
this system, assessment rates are levied on the land value of the property. A composite rating system charging different rate 
tariffs is employed. Rebates are granted to certain categories of ratepayers and are deducted from revenue. Changes to 
property values during a reporting period are valued by a suitably qualified valuator and adjustments are made to rates 
revenue, based on a time proportion basis. Adjustments to rates revenue already recognised are processed or additional rates 
revenue is recognised. 

Fines 


Revenue from the issuing of fines is recognised when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

« the amount of the revenue can be measured reliably. 

The municipality has two types of fines; spot fines and summons. There is uncertainty regarding the probability of the flow of 
economic benefits or service potential in respect of spot fines as these fines are usually not given directly to an offender. 
Further legal processes have to be undertaken before the spot fine is enforceable. In respect of summons the public 
prosecutor can decide whether to waive the fine, reduce it or prosecute for non-payment by the offender. By nature, a reliable 
estimate cannot be made of revenue from summons and spot fines. The revenue from fines is therefore recognised when the 
public prosecutor or ticketed person pays over to the entity the cash actually collected on summons and/or spot fines (on 
receipt basis). 

Levies 


Levies are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the amount of the revenue can be measured reliably. 

Levies are based on declarations completed by levy payers. The estimate of levies revenue when a levy payer has not 
submitted a declaration are based on the following factors: 

- the extent and success of procedures to investigate the non-submission of a declaration by defaulting levy payers; 

• internal records maintained of historical comparisons of estimated levies with actual levies received from individual 
levy payers; 

• historical information on declarations previously submitted by defaulting levy payers; and 

• the accuracy of the database of levy payers as well as the frequency by which it is updated for changes. 

Changes to estimates made when more reliable information becomes available are processed as an adjustment to levies 
revenue. 
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1.18 Revenue from non-exchange transactions (contlrsyedj 

~Un~c'Q~n'ditfQ'nal arant5~a'nd~re'C'eipts ~ " ' 

Government grants are recognised as revenue when: 

® it is probable that the economic benefits or service potential assodated with the transaction will flow to the 
municipality, 

® the amount of the revenue can be measured reliably, and 

® to the extent that there has been compliance with any restrictions associated with the grant. 

The municipality assesses the degree of certainty attached to the flow of future economic benefits or service potential on the 
basis of the available evidence. Certain grants payable by one level of government to another are subject to the availability of 
funds. Revenue from these grants Is only recognised when it is probable that the economic benefits or service potential 
associated with the transaction will flow to the entity. An announcement at the beginning of a financial year that grants may be 
available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probability of the 
flow. Revenue is then only recognised once evidence of the probability of the flow becomes available, which in most cases is 
on receipt. 

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is no 
restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-ever is earlier. 

When government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been 
incurred and to the extent that any other restrictions have been complied with. 

Other grants and donations (Conditional Grants etU 

Other grants and donations are recognised as revenue when: 

® it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality: 

® the amount of the revenue can be measured reliably; and 

® to the extent that there has been compliance with any restrictions associated with the grant. 

The enactment of the Act itself is not sufficient enough to assume that the grants will be received. As such, the most obvious 
basis is on receipt as in most cases it is difficult to determine if all the conditions will be met. To the extent that the conditions, 
criteria or obligations have not been met, the amounts are received are recognised as a liability. 

If goods in-kind are received without conditions attached , revenue is recognised immediately. If conditions are attached, a 
liability Is recognised, which is reduced by a portion of revenue recognised when the conditions are satisfied. 

1.19 Value Added Tax 

The municipality accounts for Value Added Tax (VAT) on a cash basis. The municipality is liable to account for VAT at the 
standard rate of 14% in terms of section 7(1 )(a) of the VAT Act in respect of supply of goods or services, except where the 
supplies are specifically zero-rated in terms of section 11, exempted in terms of section 12 of the VAT Act or are scoped out for 
VAT purposes. The municipality accounts for VAT on a monthly basis. 

1.20 P re-pal d eSectricty 

Revenue from the sale of electricity using pre-paid meter cards is recognised based on consumption. 

The consumption is determined on the following trend analysis: 

® During the winter season (May, June, July and August), the municipality tend to sell more units as the 
temperatures will be generally low. 

® The municipality calculates the average sales for the four months. The resultant average units are compared to 
the sales for May and August for reasonableness. If the average sales in units are within a reasonable range or 
threshold of the May and August sales, the average is deemed reasonable. If it is not within the reasonable 
range obtained for the two months, reasons for the significant variances are obtained and accounted for in 
appropriately, which may be in the form of an adjustment to the revenue for pre-paid electricity. Thus, exceptional 
items are adjusted for. 

® The resultant reasonable average consumption rate is used as an estimate for the consumption of pre-paid 
electricity for the month of June, The actual units sold in June are then compared to the estimated consumption 
for June. 
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1.20 Pre-paid eiectricty (continued) 

“Ifth'^actual q u a ntlty s bid is more Tiwrthe estTTfi^ed'cbh sum ptib h“fbf^ u n e, p re-pa id“e[ectncity“fevenue^s ales for j 0 h e is 'th-eTT 
uaseo bfl tne BsiimaLpd consumpiion uniis and me excess iS aererreo ra jury or me ensuing periQO. 

If the actual quantity sold in June is less than the estimated consumption for June, pre-paid electricity for June is then based on 
the actual units sold 

1.21 Borrowing costs 

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are 
capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of 
borrowing costs eligible for capitafisation is determined as follows: 

• Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any 
investment income on the temporary investment of those borrowings. 

• Weighted average of the borrowing costs applicable to the municipality on funds generally borrowed for the 
purpose of obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs 
incurred. 

The capitalisation of borrowing costs commences when all the following conditions have been met: 

• expenditures for the asset have been incurred; 

• borrowing costs have been incurred; and 

• activities that are necessary to prepare the asset for its intended use or sale are undertaken. 

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable amount or 
recoverable service amount or net realisable value, the carrying amount is written down or written off in accordance with the 
accounting policy on Impairment of Assets as per accounting policy number 112 and , In certain circumstances, the 
amount of the write-down or write-off is written back in accordance with the same accounting policy. 

Capitalisation is suspended during extended periods in which active development is interrupted. 

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or 
sale are complete. 

When the municipality completes the construction of a qualifying asset in parts and each part is capable of being used 
while construction continues on other parts, the entity ceases capitalising borrowing costs when it completes substantially 
ali the activities necessary to prepare that part for its intended use or sale. 

When there is clear evidence that it is difficult to link borrowing requirement of the municipality directly to the nature of the 
expenditure to be funded, i.e. capital or operational, borrowing costs are recognised as an expense in the period in which 
they are incurred. The municipality applies the same principle on all other borring costs not capitalised for any other 
reasons. 

1.22 Comparative figures 

When the presentation or classification of items in the financial statements Is amended, prior period comparative amounts are 
reclassified. The nature and reasons for the reclassification is disclosed. 

Where accounting errors have been identified in the current financial year, the correction is made retrospectively as far as it is 
practical and the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the 
current year, the adjustment is made retrospectively as far as it is practical and the prior year comparatives are restated 
accordingly. 

1.23 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division or permitted by the MFMA. 
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Af I ~expe ndltii re~ relati rrg~t~Q~X[n'a~GthDTi se~d exp'end itu re is recog n i s ed'a s~a n~expen se~i n~ih e~5t at emBntpQf ' fin a n ci a1~pe rformfan ce'i n 

the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.24 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

125 irregular expenditure 

Irregular expenditure, as defined by the MPMA, is expenditure other than unauthorised expenditure, incurred in contravention of 
or that is not in accordance with a requirement of any applicable legislation, including - 
® (a) this Act; or 

® (b) the Municipal Systems Act, (Act No. 32 of 2000), Public Office Bearers Act (Act No. 20 of 1998) or any 

regulations made in terms of these Acts; or 

® (c) the municipality's Supply Chain Management Policies or any provincial legislation/guidelines providing for 

procurement procedures in the municipalities. 

Irregular expenditure is accounted for as an expense in the statement of financial performance in the period it occurred and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

126 Internal reserves 


Fair Value Adjustment Reserve 


The municipality recognises all fair value adjustments for its available for sale financial instruments in equity, in the Fair Value 
Adjustment Reserve. When a part of the available for sale instruments are derecognised, a transfer (representing the fair value 
adjustment realised) is made from the reserve to the statement of financial performance. 


Government grant reserve 


When items of property, plant and equipment are financed from government grants, a transfer is made from the accumulated 
surplus/deficit to the Government Grants Reserve equal to the Government Grant recorded as revenue in the statement of 
financial performance in accordance with a directive issued by National Treasury. When such items of property, plant and 
equipment are depreciated, a transfer is made from the Government Grant Reserve to the accumulated surplus/deficit. The 
purpose of this policy is to promote community equity by ensuring that the future depreciation expenses that will be incurred 
over the useful lives of government grant funded items of property, plant and equipment are offset by transfers from this 
reserve to the accumulated surplus/deficit. 


When an item of property, plant and equipment financed from government grants is disposed, the balance in the Government 
Grant Reserve relating to such item is transferred to the accumulated surplus/deficit. 


Donations and public contributions reserve 


When items of property, plant and equipment are financed from public contributions and donations, a transfer is made from the 
accumulated surplus/deficit to the Donations and Public Contributions Reserve equal to the donations and public contributions 
recorded as revenue in the statement of financial performance in accordance with a directive issued by National Treasury. 
When such items of property, plant and equipment are depreciated, a transfer is made from the Donations and Public 
Contributions Reserve to the accumulated surplus/deficit. The purpose of this policy is to promote community equity and 
facilitate budgetary control by ensuring that sufficient funds are set aside to offset the future depreciation charges that will be 
incurred over the estimated useful life of the item of property, plant and equipment financed from donations and public 
contributions. 


When an item of property, plant and equipment financed from government grants is disposed, the balance in the Donations 
and Public Contributions Reserve relating to such item is transferred to the accumulated surplus/deficit. 
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1.26 Internal reserves (continued) 

Co m pensa ti On f Q r 0 cc uoatl on a1 Ini u r i es~anTl~diseases-f^Q IP^ resB rve 

The Compensation for Occupational Injuries and Diseases Act (Act 130 of 1993) is to provide for payment of medical treatment 
and compensation for disablement caused by occupational injuries or diseases sustained or contracted by employees in the 
course of their employment^ or for death resulting from such injuries or diseases. The contribution to the COID fund is 0.75% of 
the salary expense. The municipality is an exempt employer in terms of Section 84 (1) (a)(ii) & (2) and as such does not pay 
any assessments to the COID Commissioner. In terms of the exempt status the municipality uses the Workman's 
Compensation Fund to cover for such challenges. 

1.27 Gratuities 

The municipality provides gratuities for qualifying staff members in terms of the relevant conditions of employment. The 
expenditure is recognised in the statement of financial performance when the gratuity is paid. 

1.28 Segmental information 

Segmental information on property, plant and equipment is set out in Appendices C. Other segmental information is currently 
exempt. 

1.29 Budget information 

The municipality is subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), which is 
given effect through authorising legislation, appropriation or similar approvals. 

General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 

The annual financial statements and the budget are prepared on the same basis of accounting therefore a comparison with the 
budegted amounts for the reporting period has been included in the annual financial statements. 

The statement of comparative and actual information have been included in the annual financial statements as recommended 
disclosure when the annual financial statements and the budget are on the same basis of accounting as determined by GRAP 
1. 
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es to the Annoal Financial Statements 


Figures in Rand 


2011 


2010 


2, investment properly 




2011 



2010 



Cost / 
Valuation 

Accumulated 

depredation 

and 

accumulated 

impairment 

Carrying value 

Cost / 
Valuation 

Accumulated 

depreciation 

and 

accumulated 

impairment 

Carrying value 

Investment property 

502,883 

- 

502,883 

502,883 

- 

502,883 


Reconcniation of investment property - 2Q1 1 

Opening Total 

balance 

Investment property 502,883 502,883 


Reconciliation of investment property - 2Q1Q 

Opening Total 

balance 

Investment property 502,883 502,883 


Fair value of investment properties 502,883 502,883 

A register containing the information required by section 63 of the Municipal Finance Management Act Is available for 
inspection at the registered office of the municipality. 

Transitional provisions 

Investment property recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, certain investment property 
with a carrying value of R502,883 (2010: R502,883) were recognised at provisional amounts. Carrying amounts of investment 
property carried at provisional amounts are as follows: 

Due to initial adoption of GRAP 16 

Investment Property 502,883 502,883 

Steps taken to establish the values of investment property recognised at provisional amounts due to the initial adoption of 
GRAP 16, are that the municipality will engage a qualified independent appraiser to value the investment property. In the 
meantime, the values has been adjusted using the latest valuation roll. 

No provisional amounts were retrospectively adjusted during the year. 

The date at which full compliance with GRAP 16 is expected, is 30 June 2012, 

Deemed cost 


Aggregate of items valued using deemed cost 502,883 502,883 

Deemed cost was determined using the valued as per the valuation roll completed around 2001 . 
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Figures in Rand 2011 2010 


3. Property, plant and equipment 



2011 


2010 

Cost / 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Land 

618,871 

- 

618.871 

620,372 

- 

620,372 

Buildings 

3,794,377 

(378,318) 

3,416,059 

3,799,877 

(188,449) 

3,611.428 

Plant and machinery 

3,224,397 

(1,125,539) 

2,098,858 

8,917,178 

(3,620,954) 

5,296,224 

Furniture and fixtures 

1,125,416 

(429,462) 

695,954 

1,362,169 

(236,370) 

1,125,799 

Motor vehicles 

14,443,883 

(10,544,765) 

3,899,118 

7,918,272 

(4,983,740) 

2,934,532 

Office equipment 

5,793,769 

(1,035,682) 

4,758,087 

2,482,578 

(385,950) 

2,096,628 

Infrastructure 

39.767,087 

(5,969.741) 

33,797,346 

30,170,748 

(3,586,029) 

26,584,719 

Community 

299,911 

(21,616) 

278,295 

299,91 1 

(14,995) 

284,916 

Capital work in progress 

- 

- 

- 

1,066,917 

- 

1,066,917 

Landfill site 

212,926 

(212,926) 

- 

212,926 

(106,463) 

106,463 

Total 

69,280,637 

(19,718,049) 

49,562,588 

56,850,948 

(13,122,950) 

43,727,998 


Reconcijiatlon of property, plant and equipment - 2Q1 1 



Opening 

balance 

Additions 

Disposals/Corr 

actions 

Transfers 

Net Other 
Adjustments 

Depreciation 

Tot: 

Land 

620,372 

- 

- 

- 

(1,501) 


61 

Buildings 

3,611,428 


- 

- 

(5,499) 

(189,870) 

3,41 

Plant and machinery 

5,296,224 

142,895 

(773,626) 

- 

(1 ,632,622) 

(934,013) 

2,0£ 

Furniture and fixtures 

1,125,799 

30,911 

(215,144) 

- 

(26,476) 

(219,136) 

6£ 

Motor vehicles 

2,934,532 

1 ,699,000 

- 

- 

1,705,011 

(2,439,425) 

3,8£ 

Office equipment 

2.096,628 

4,714,087 

(1 .368,346) 

- 

125,196 

(809,478) 

4.7£ 

Infrastructure 

26,584,719 

16,300,567 

(7,726,866) 

1,066,917 

71 ,389 

(2,499,380) 

33, 7C 

Community 

284,916 

- 

- 

- 

15,181 

(21,802) 

27 

Capital work in progress 

1,066,917 

- 


(1,066,917) 

- 

- 


Land fill site 

106,463 

- 

- 

- 

" 

(106,463) 



43,727,998 

22,887,460 

(10,083,982) 

- 

250,679 

(7.219, 5B7) 

49,56 


Reponcilfation of property, plant and equipment ° 2Q1Q 



Opening 

balance 

Additions 

Disposals 

Transfers 

Net Other 
Adjusments 

Depreciation 

Tot; 

Land 

622,872 

- 

- 

- 

(2,500) 

" 

65 

Buildings 

3,797,377 

- 

- 

- 

2,500 

(188,449) 

3,61 

Plant and machinery 

6,459,501 

2,457,677 

- 


(39,923) 

(3,581,031) 

5,2C 

Furniture and fixtures 

1,164,857 

201,219 

(1,900) 

" 

(16,367) 

(222,010) 


Motor vehicles 

8,045,133 

- 

(146,740) 

- 

(2,428,631) 

(2,535,230) 

2,95 

Office equipment 

2,386,561 

148,539 

(34,650) 

- 

(35,814) 

(368,008) 

2,0£ 

Infrastructure 

22,595,920 

5.641,353 

- 

1 ,933,475 

(102,421) 

(3,483,608) 

26, 5E 

Community 

299,911 

- 

- 

- 

- 

(14,995) 

2E 

Capital work in progress 

1 ,933,475 

1,066,917 


(1,933,475) 

- 


i,oe 

Landfill sites 

212,926 

- 


- 

- 

(106,463) 

1C 


47,518,533 

9,515,705 

(183,290) 

- 

(2,623,156) (10,499,794) 43,72 
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3„ Property , piantand eq uipment (continued) 


Pledged as seouritv 


Carrying value of assets pledged as security: 

Motor vehicles 1,529,100 

Office equipment 3,941,266 1,566,490 


Assets subject to finance lease (Net carrying amount) 

Motor vehicles 1,529,100 

Office equipment 3,941,266 1,566,490 

5,470,366 1,566,490 


Useful lives 

The useful lives of the have been reviewed to ensure that they more accurately reflect the actual expected life spans of the 
assets within the municipality. In all of the cases, the useful lives were not adjusted as they were found to be reasonable. 

Transitional provisions 

Property, plant and equipment recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note , 
certain property, plant and equipment with a carrying value of R49,562,588 (2010: R43,546,452) are at provisional amounts. 
Carrying amounts of property, plant and equipment carried at provisional amounts are as follows: 

Due to adoption of GRAP 17 

618,871 620,372 

3,416,059 3,611,771 

45,527,658 41,411,165 

Steps taken to establish the values of property, plant and equipment recognised at provisional amounts due to the initial 
adoption of GRAP 17 are that a qualified independent valuer will be appointed to perform the valuation and adjustments will be 
made in the annual financial statements. The process may entail engaging the provincial department for additional financial 
and human capital. 

There were no provisional amounts retrospectively adjusted during the year. 

The date at which full compliance with GRAP 17 is expected, is 30 June 2012. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 

Deemed cost 

Aggregate of items valued using deemed cost 49,562,588 43,546,452 

Deemed cost was determined using values that were in the fixed asset register. 


Land 
Buildings 
Other Assets 
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4, Lntangib]e_assats 




2011 



2010 



Cost / 

. Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying value 

Cost / 
Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying value 

Computer software 

80,360 

(8,399) 

71,961 

2 

- 

2 


Reconciliation of intangible assets - 2Q11 


Opening Additions Amortisation Total 
balance 

Computer software 2 80,358 (8,399) 71,961 


Pledged as security 

No intangible assets are pledged as security. 

Transitional provisions 

Intangible assets recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note , 
certain intangible assets with a carrying value of R1 (2010: R1) was recognised at provisional amounts. Carrying amounts of 
intangible assets carried at provisional amounts are as follows: 

Due to initial adoption of GRAP 1Q2 

Venus and Payday Payroll System 2 2 

Steps taken to establish the values of intangible assets recognised at provisional amounts due to the initial adoption of GRAP 
102, are that an estimate of the cost to install the two systems to the level of our utilisation and capacity will be obtained from 
the system providers. This will then be used as a basis for determing the value. This will be done by the end of the current 
financial period. 

There were no provisional amounts retrospectively adjusted during the year. 

Venus and Payday Payroll 2 2 

The date at which full compliance with GRAP 102 is expected, is 30 June 2012. 

Deemed cost 


Aggregate of items valued using deemed cost 2 2 

Deemed cost was determined at a nominal value of R1 . 

5, Other financial assets 
Available-for-sale 

Listed shares 29,985 24,871 

This relates to non-controlling interest of 1 058 shares held by the municipality in 

Sanlam Ltd, which are recognised at fair value. The shares were awarded to the 

municipality a longtime ago during the demutualisation exercise and are valued as per 

valuation obtained from Sanlam Transfer Secretaries as at 30 June 2011. The market 

value of the shares were R28.34 (2010: R23.51). 
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5. Other fmancial, assets (cQntm.ued). 


Current assets 

Available-for-saie 29,985 24,871 


6. Employee benefit obligations 
Defined benefit plan 

The plan is a post employment medical benefit plan. 

Post retirement medical aid ofan 

The municipality operates a funded post employment health care defined benefit plan for qualifying employees. Employees of 
the municipality are members of Bonitas, Keyhealth and SAMWUMED medical aid schemes. 

The municipality is committed to pay 60% of the members' post employment medical aid contributions up to an amount that is 
currently capped at R3,593 per month. Under the plan, dependents of the former employees are entitled to continued 
membership of their medical aid scheme upon the death of the primary member. No other post-employment benefits are 
provided to these employees. As at the balance sheet date, the members of the medical aid entitled to the post employment 
medical scheme subsidy were 93 in service members and 24 pensioners. 

The most recent actuarial valuation of the plan assets and the present value of the defined benefit obligations were carried out 
at 30 June 2011 by Momentum Specialised Insurance. The present value of the defined benefit obligation, and the related 
current service cost and past service costs, were measured using the Projected Unit Credit Method. 

The amounts recognised in the statement of financiaE position are as follows: 


Carrying value 

Present value of the defined benefit obligation - wholly unfunded (9,574,800) (4,729,400) 


Non-current liabilities 

(8,780,600) 

(3,995,200) 

Current liabilities 

(794,200) 

(734,200) 


(9,574,800) 

(4,729,400} 


The municipality does not have assets set aside for post-employment medical aid funding that qualify as plan assets in terms of 
the requirements of 1AS19. As such no value has been ascribed to the fair value of plan assets and no other disclosure has 
been done relating to plan assets. 

Changes in the present value of the defined benefit obnaation are as follows: 


Opening balance 

Transitional provision - recognised during the year 
Benefits paid 

Net expense recognised in the statement of financial performance 


4.729.400 

3.363.400 3,363,400 

(690,407) (595,792) 

2,172,407 1,961,792 


Closing balance 9,574,800 4,729,400 


Met expense recognised in the statement of financial performance 


Current service cost 
Interest cost 
Actuarial losses/(gains) 


546,000 501,000 

1,606,000 1,486,000 

20,407 (25.208) 


Total incSoded in employee related costs 


2,172,407 1,961,792 
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2011 


2010 


_S. Em p I oyee-ben efit JO bli g ati o ns (c o nti n ued). . 


Calculation of actuarial gains and losses 
Actuarial (gains) losses - Obligation 

Transitional Provisions (First Time Adoption of IASI 91 

Opening balance (not yet recognised at beginning of year) 

Amount recognised during the current year (statement of financial performance) 
Transitional Provision Liability at date of adoption 

Closing balance (amount to be recognised in future) 


20,407 

( 25 , 208 ) 

10 , 090,200 

( 3 , 363 , 400 ) 

( 3 , 363 , 400 ) 

13 , 453,600 

6 , 726,800 

10 , 090,200 


The municipality adopted IAS 19 for the first on July 2009. Previously, post retirement medical aid benefit obligations or assets 
were not recognised in the financial statement as it was not a requirement to do under IMFO. When adopting the standard for 
the first time, the municipality made an irrevocable choice to recognise the opening balance of the liability in the income 
statement over five years. As a result of this, the foregoing are the key amounts disclosable. 

Key assumptions used 

The principal assumptions used for the purpose of the actuarial valuation on 30 June 201 1 were as follows: 


Discount rates used 
Consumer price inflation 
Expected increase in salaries 
Expected increase in healthcare costs 


9.00 % 

6.25 % 

7.25 % 

8.00 % 


- % 
- % 

-% 


The expense for the previous period (2009/10) was derived by discounting the valuation for the current year backwards, which 
is an acceptable practise when valuing such defined plans. As such, there are no key assumptions for the comparative period. 

Demographic Assumptions: Normal Retirement Age (65 years); Fully accrued age (63 years); Age between husband and wife 
(Active members - 4 years, Pensioners - actual age used); Proportion married (Active members - 90%, Pensioners - actual 
married status used) . 

Decrement Assumptions: Mortality [Active members: SA(85 - 90), Pensioners: PA(90 - 92] 

Data Assumptions: The following data assumptions were made due to non-availability sufficient information; (a) Dates of birth 
for 13 pensioners could not be obtained. It was therefore assumed that the pensioners are 66 years old; (b) Gender for 8 
pensioners could not be determined. It was therefore assumed that all such pensioners are male; (c) The marital status for 6 
pensioners could not be established. It was therefore assumed that the pensioners are married and the spouses are 4 years 
younger than the pensioners. 


Continuation percentages: It was assumed that 
membership. 


100% of the deceased pensioners' spouses will continue with their 
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6. - Em p Boyee benefit obligati ons. (coiiti.n.u.e.d.j. 


Other assumptions ° Sensitivity Analysis 

Assumed healthcare cost trends rates have a significant effect on the amounts recognised in surplus or deficit. A one 
percentage point change in assumed healthcare cost trends rates would have the following effects: 


Health Care Costs: Effect on the aggregate of the service cost and interest cost 
Health Care Costs: Effect on defined benefit obligation 
Discount Rate: Effect on defined benefit obligation 

Expected Retirement Age (1 year change); Effect on defined benefit obligation 


One One 

percentage percentage 
point Increase point 

decrease 


2,778,000 

22.929.000 

17.063.000 
20,525 


1,079,000 

17.025.000 

22.037.000 
18,808 


Amounts for the current and previous four years are as shown below. These amounts are before taking into account the 
transitional provisions adopted by the municipality. 


The valuation exercise did not cover the period ending 30 June 2008, To determine the estimated amounts for 2008 ftnancial 
period, the balance for 30 June 2009 were discounted to about 92.5%, which was the average change in the amounts for the 
other periods. This, however, had no effect on the values disclosed elsewhere. 


2011 


2010 2009 2008 


Defined benefit obligation at end of year 
I nterest costs 
Current service costs 
Expected Employer Benefit Payments 


19,665,000 

1,606,000 

546,000 

(670,000) 


18,183,000 

1 ,486,000 

501,000 

(621,000) 


16,817,000 

1 ,374,000 

460,000 

(575,000) 


15,558,000 

1,270,950 

425,500 

(531,875) 
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6. Employe_e.h-enMt_Qbji3ati.Qns^(.cyintm^^ . . . ^ 

Defined contribution plan 

It is the policy of the municipality to provide retirement benefits to all its employees. A number of defined contribution provident 
funds, all of which are subject to the Pensions Fund Act and some are multi-employer, exist for this purpose. 

The municipality is under no obligation to cover any unfunded benefits. 

The total economic entity contribution to such pension schemes 3,846,531 3,607,691 

The amount recognised as an expense for medical aid contributions 2,150,409 1 ,949,469 

Included in defined contribution plan information above, is the Multi-Employer Pension Fund contributions, which due to the fact 
that sufficient information is not available to enable the municipality to account for the plan(s) as a defined benefit plan(s), are 
accounted for as Defined Contribution Plans. 

Multi-Employer and State Plans 

The following are the defined benefit plans that the municipality's employees belong to: 

* SAMWU Provident Fund 

* Metropolitan Pension Fund 

* South African Local Authorities (SALA) Pension Fund 
» Municipal Gratuity Fund 

These are not treated as defined benefit plans as defined by IAS 19, but are accounted for as defined contribution plans. This is 
in line with the exemption in IAS 19 paragraph 30 which states that where information required for proper defined benefit 
accounting is not available in respect of multi-employer and state plans, these should be accounted for as defined contribution 
plans. The municipality has been unsuccessful in obtaining the necessary information to support proper defined benefit plan 
accounting due to restrictions imposed by the multi-employer plan. It is therefore deemed impracticable to obtain this 
information at a suitable level of detail. 

In terms of contributions to the fund, the municipality and employee contributions are as follows: 

* SALA Pension Fund - Employee (8.6%); Employer (20.78%); 

* SAMWU Pension Fund - Employee (8.6%); Employer (18.6%) 

* Metropolitan Pension Fund - Employee (8.6%); Employer (18.06%) 

* Municipal Gratuity Fund - Employee (8.6%); Employer (18.6%) 

An amount of R3, 846, 531 (2010: R3, 607, 691) was contributed by council in respect of councillors and employees retirement 
fund. These contributions have been expensed and are included in employee related costs for the year. 

7. Money Market Investments 

This relates to money market placements with various financial services institutions. The money is placed on fixed or call 
accounts. The investment period averages 60 days. The average interest rates for the current year were 5.65% (2010: 8.34%). 

Of this amount, R866, 762.05 (2010: RS44, 582.88) was used a security for the municipality's unused overdraft facility. See Note 
12 . 

Money Market Investments 
Nedbank (Various Accounts) 

Absa (Various Accounts) 

Momentum (Account No, 089708074) 

1,330,317 1,277,343 


62,214 58,072 

1.268,103 374,688 

844,583 
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8, fnvimones- 


Consumable stores 
Water 

Fuel (Diesel, Petrol) 
Stands for sale 


78,031 11,275 

30,693 38,566 

61,559 55,658 

659,000 659,000 

829,283 764,499 


Snventory pledged as security 

No inventory was pledged as security for the current and previous year. 

Transitional provisions 

Enventories recognised at provisionaB amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note 1.G, 
certain inventories with a carrying value of R659,000 (2010: R659,000) was recognised at provisional amounts. Carrying 
amounts of inventories carried at provisional amounts are as follows: 

Due to initial adoption of GRAP 12 


Stands for sale 659,000 659,000 

Steps taken to establish the values of inventories recognised at provisional amounts due to the initial adoption of GRAP 12, are 
that the stands will be based on the values determined by the municipality’s valuers, as indicated in the valuation roll that is 
effective 1 July 201 1. 


Stands for sale 

The date at which full compliance with GRAP 12 is expected, is 30 June 2012. 

9. Trade and other receivables (exchange transactions) 

659,000 

659,000 

Trade debtors 

4,080,385 

3,929,764 

Deposits 

8,000 

8,000 

Other receivables 

87,311 

195,374 

Trade and other receivables pledaed as securitv 

There were no trade and other receivables pledged as security during the current and prior year. 

10. Other receivables from non-exchange transactions 

4,175,696 

4,133,138 

Assessment rates 

16,208,346 

12,376,076 

Provision for impairment of receivables 

(14,762,284) 

(5,500,860) 


1,446,062 

6,875,216 


Other receivables from non-exchange transactions pledged as security 

There were no other receivables from non-exchange transactions pledged as security during the current and prior year. 

Other receivables from non-eicchanqe transactions not Impaired 

Some of the other receivables from non-exchange transactions were not considered to be impaired. At 30 June 2011, 
R1 ,446,062 (2010: R6, 875, 21 6) were not impaired. 
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2011 

2010 

1-0 Other reeeivables-frnm non-exchange transactions (continued) 






Other receivables from non-exchanqe transactions impaired 

As of 30 June 2011, other receivables from non-exchange transactions of R 14, 762,284 (2010: R5, 500, 860) were impaired and 

provided for. 

The amount of the provision was R1 4,762, 284 as of 30 June 2011 (2010: R5, 500, 860). 



Reconciliation of provision for impairment of other receivables from non-exchanqe transactions 


Opening balance 

5,500,860 

1,305,915 

Adjustment to provision for impairment 

9,261,424 

4,194,945 


14 . 762,284 

5,500,860 

1 1 . Consumer debtors (exchange transactions) 



Gross balances 

Electricity 

14,085,587 

1 1 ,374,839 

Water 

45,459,585 

36,489,214 

Sewerage 

34,998,772 

26,418,966 

Refuse 

29,401,525 

23,156,661 

Arrangements (all Service Charges) 

375 

473 

Interest (all Service Charges) 

11,337,325 

400,881 

Sundry 

2,614,618 

6,400,953 


137,897,787 

104 , 241,987 

Less; Provision for debt impairment 

Electricity 

(12,555,700) 

(5.055,835) 

Water 

(42,583,759) 

(16,218,554) 

Sewerage 

(34,331 ,098) 

(11,742,577) 

Refuse 

(29.119,601) 

(10,292,564) 

Arrangements 

(375) 

( 473 ) 

Interest (all Service Charges) 

(11,337,325) 

(400,881) 

Other (specify) 

(2,614,618) 

(6,400,953) 


(132,542,476) 

(50,111,837) 

Nat balance 

Electricity 

1,529,887 

6,319,004 

Water 

2,875,826 

20,270,660 

Sewerage 

667,674 

14,676,389 

Refuse 

281,924 

12,864,097 


5 , 355,311 

54,130,150 

Electricity 

Current (0 -30 days) 

1,529,887 

2,205,225 

31 - 60 days 

- 

859,302 

61 - 90 days 

- 

615,687 

>91 days 

- 

2,638.790 


1,529,887 

6,319,004 
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— I-It'— G an s-um er-d e b-to rs-(e-x-eh a-Bge4ra-RS-a-Gtlons-) - (co nt-rny e d) 


Water 


Current (0 -30 days) 

1,165,529 

1,159,067 

31 - 60 days 

1,142,276 

906,985 

61 - 90 days 

568,021 

927,818 

>91 days 

“ 

17,276,790 


2,875,826 

20,270, S6D 

Seweraqe 

Current (0 -30 days) 

667,674 

853,578 

31 - 60 days 

- 

753,737 

61 - 90 days 

- 

728,034 

>91 days 

“ 

12,341,040 


667,674 

14,676,389 

Refuse 

Current (0 -30 days) 

281,924 

633,836 

31 - 60 days 

- 

578,916 

61 - 90 days 

- 

561,474 

>91 days 


11,089,871 


281,924 

12,864,097 

Reconcifiatson of debt impairment provision 

Balance at beginning of the year 

(50,111,837) 

(60,654,020) 

Contributions to provision 

(82,574,867) 

(44,883,700) 

Debt impairment written off against provision 

144,228 

55,425,883 


(132,542,476) 

(50,111,837) 


Consumer debtors not impaired 

Some consumer debtors were not considered to be impaired. At 30 June 2011, R5, 355, 311 (2010: R54,130,150) not impaired. 
Consumer debtors impaired 

As of 30 June 2011, consumer debtors of R1 32,542,476 (2010: R50,1 11,837 ) were impaired and provided for 
The amount of the provision was R 132, 542,476 as of 30 June 2011 (2010: R50,1 1 1 ,837). 

12. Cash and cash equivalents 
Cash and cash equivalents consist of: 


Cash on hand 1,917 4,290 

Bank balances 154,650 1,830,295 

156,567 ’ 1,834,585 


Cash and cash equivalents held by the municipality that are not available for use by 866,762 842,352 

the municipality 

The total amount of undrawn facilities available for future operating activities and 1 ,000,000 1 ,000,000 

commitments 
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-12^ — Gas h-a n d eas h-eq u iva I e nts (eo nt i n u ed) - - 

Cash and cash equivalents pledged as coliaterai 

Total financial assets pledged as coliaterai for the Council's overdraft facility of 7 866,762 842,352 

R1, 000, 000 

The amount is held in money market placement for as long as the municipality's 
overdraft facility is in place. The facility was done on an arms length transaction and is 
renewable annually. 

The municipality had the following bank accounts 

Account number / description Bank statement balances Cash book balances 



30 June 201 1 

30 June 2010 

30 June 2011 

30 June 2010 


Absa BANK- Current Account 
(Account No. 1810000844) 

374,256 

345,031 

(359,248) 

317.538 

- 

Absa BANK - Current Account 
(Account No. 181046415) 

230,345 

804,875 

231,038 

804,875 

“ 

Absa BANK - Savings Account 
(Account No. 1810147748) 

2,511 

2,548 

2,511 

2,548 

" . 

Absa BANK - Current Account 
(Account No. 4059244467 ) 

251 ,964 

676,293 

251 ,964 

676,293 

- 

Absa BANK - Current Account 
(Account No. 4053056975) 

1,850 

249 

1,850 

249 

“ 

Boitumelong Ext 4 (Account No, 
40635241 68) 

26,535 

28,792 

26,535 

28,792 

" 

Total 

8B7.461 

1,857,788 

154,650 

1,830,295 

- 


13. Fair value adjustment reserve 

The fair value adjustment assets reserve comprises all fair value adjustments on available-for-sale financial instruments. When 
an asset or liability is derecognised, the fair value adjustments relating to that asset or liability is transferred to surplus or 
deficit. 


Opening balance 

24,871 

18,282 

Avail able-for-sale financial instruments 

5,114 

6,589 


29,985 

24,871 

14. Government grant reserve 



Balance at the beginning of the year 

6,411,089 

7,328,066 

Offsetting depreciaition 

(2,451,452) 

(2,949,624) 

Net Purchase of new assets 

9,804,266 

2,238,413 

Asset Disposals 

- 

(205,766) 


13,763,903 

6,411,089 

15. Donations and public contributions 



Balance at the beginning of the year 

500,000 

500,000 

Offsetting depreciation 

(154,762) 

(33,333) 


345,238 

466,667 
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- -IS,-- Other Interest Bearing Liabillties- 


Held at amortised cost 

Development Bank of South Africa (DBSA) 20,127,485 20,980,087 

The loans carry interest at rates varying between 13,41% and 17,47% per annum and 

are repayable over periods ranging from 4 years upwards. The last loan will be 

redeemed by 2015. As at 30 June 2011 R13,695,769,S1 (2010: R9, 705, 598) was in 

arrears and the entire balance has been disclosed as short-term liability. The loans 

were used to fund the munidpality’s infrastructure assets. Some of the loans are 

secured by the municipality's assets. See Note 3 for more information. 


ABSA Bank Loans 

The loan was used to finance the renovation of one of the municipality’s buildings. The 
loan carry interest at a floating rate and is repayable over three years. The loan is 
secured by the building. See note 3 for more information. 

1,086,601 

1 ,376,638 


21,214,086 

22,356,725 

Non-current liabilities 

Development Bank of South Africa (DBSA) 

ABSA Bank Ltd 

5,450,098 

756.419 

6,039,208 

1,376,638 


6,206,517 

7,415,S4B 

Current liabilities 

Development Bank of South Africa (DBSA) 

ABSA Bank Ltd 

14,677,387 

330,182 

14,940,879 


15,007,569 

14,940,879 

21,214,086 

22,356,725 
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2011 

2010 





Minimum lease payments due 

- within one year 

1,319,985 

118,576 

- in second to fifth year inclusive 

6,495,001 

- 


7,814,986 

118,576 

less: future finance charges 

(2.091,565) 

(3,120) 

Present value of minimum lease payments 

5,723,421 

115,456 

Present value of minimum lease payments due 

- within one year 

1,752,383 

115,413 

- in second to fifth year inclusive 

3,971,038 

- 


5,723,421 

115,413 

Non-current liabilities 

3,971,038 

. 

Current liabilities 

1,752,383 

115.456 


5,723,421 

115,456 


It is munidpaifty policy to lease certain motor vehicles and equipment under finance leases, denominated in the presentation 
currency (Rand). 

The average lease term was 3-5 years and the average effective borrowing rate was 10% (2010: 10%). 

Interest rates are fixed at the contract date while some increase by a fixed margin. Motor vehicle leases have fixed repayments 
and no arrangements have been entered into for contingent rent whilst furniture leases have a variabfe interest rate. The 
repayments increase by an average of 10% per year over the three year period. 

The munidpalit/s obligations under finance leases are secured by the lessor's charge over the leased assets. Refer note 3. 
Defaults and breaches 

During the current year, there were no defaults or breaches of any finance leases agreements. 

Market risk 

The carrying amounts of finance lease liabilities are denominated in Rand. 

The fair value of finance lease liabilities approximates their carrying amounts. 

1 8. Unspent conditional grants 

Unspent conditional grants and receipts comprises of: 

Unsperit condriionai grants and receipts 

Department of Arts, sports & Culture (Utiwanang Library) 4,000,000 4,000,000 

Municipal Infrastructure Grant - 1,881,911 

Integrated National Electricity Programme 141,887 407,169 

Special Project Grant 1 ,195,596 

5,337,483 6,289,080 
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-1-3— -U-nspent G 0 ndtt-!Qnal-gFan-ts-(G 0 rit!nuedj 


Movement during the year 


Balance at the beginning of the year 
Additions during the year 
Income recognition during the year 


6,289,080 1,613,547 

10.984,000 17.425,000 

(11,935,597) (12.749.467) 

5,337,483 8,239,080 


The nature and extent of government grants recognised in the annual financial statements and an indication of other forms of 
government assistance from which the municipality has directly benefited; and 

Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised. 

See note for reconciliation of grants from National/P rovindal Government. 

19. Provisions 

Reconciliation of provisions - 2011 


Environmental rehabilitation 
Crockery Town Hall 
Leave Provision 


Opening Additions Utilised during 
Balance the year 

240,000 
10,569 

2,339,408 571,778 (4.972) 


Total 

240,000 

10,569 

2,906,214 


2,589,977 571,778 (4,972) 3,156,783 


Reconciliation of provisions - 2Q1Q 



Opening 

Additions 

Utilised during 

Prior Year 

Total 


Balance 


the year 

Corrections 


Environmental rehabilitation 

212,926 

27,074 

- 

- 

240,000 

Crockery Town Hall 

1 1 ,828 

- 

(1 ,259) 

- 

10,569 

Leave pay provision 

3,513,038 

1,055,049 

(147,030) 

(2,081,649) 

2,339,408 


3,737,792 

1,082,123 

(148,289) 

(2,081,649) 

2,589,977 


Environmental rehabilitation provision 


Council operates two disposal sites. In terms of the Environmental Conservation Act (Act Mo 73 of 1989), the municipality is 
supposed to rehabilitate such land upon closure of the dumping site. An estimate has been made for this amount. This amount 
is provisional as work to is underway to determine the exact nature and status of the sites. 

Transitional provisions 

Provisions recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note , 
provisions can be recognised at provisional amounts* As at 30 June 2011, Environmental Rehabilitation provisions was 
recognised at provisional amounts. These may change as the estimate is finalised. 

20, Trade and other payables (exchange transaction) 

Trade payables 

Payments received in advanced 
Unknown Deposits 
Other payables 

108,093,273 73,565,780 


97,740,368 67,788,408 

2,216.126 3,975,229 

5,318,958 5.076,696 

2,817.821 1.725,447 
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Figures in Rand 

2011 

2010 





Tax refunds payables 

8,250,774 

8,026,589 

VAT is payable on a receipt basis. Only once money 

is received from debtors and payments made to suppliers who are 

registered vendors is VAT paid over to SARS. 



22, Consumer deposits 



Rates 

947,989 

948,655 

23, Revenue 



Property rates 

7,051,238 

6,237,049 

Service charges 

72,755,019 

57,187,992 

Rental of facilities & equipment 

294,415 

354.072 

Licences and permits - Quarry 

2,330,730 

6,291,735 

Licences and permits - Quarry 

3,600 

2,090,533 

Government grants & subsidies 

33,960,226 

30,799,519 


116,395,228 

102,960,900 


The amount included in revenue arising from exchanges of goods or services 
are as follows: 


Service charges 

72,755,019 

57,187,992 

Rental of facilities & equipment 

294,415 

354,072 

Licences and permits 

3,600 

2,090,533 


73,053,034 

59,632,597 

The amount included in revenue arisinq from non-exchanae transactions is as 
follows: 



Property rates 

7,051,238 

6,237,049 

Fines 

2,330,730 

6,291,735 

Goverment Grant and Subsidies 

33,960,226 

30,799,519 


43,342,194 

43,328,303 

24, Property rates 



Rates received 



All properties 

7,051,238 

6,237,049 

Valuations 



Residential 

23,504,127 

23,504,127 


A general rate of 30cents (2010: 27cents) per Rand value of land is applied to land values to determine assessment rates. No 
rebates are granted to any type of property or category of property owners. 

Rates are levied on a monthly basis and Interest is levied on overdue amounts. 

The new general valuation will be implemented on 01 July 201 1 . 
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Figures in Rand 


2011 


2010 


25 . SeD/rce-charges- 


Safe of electricity 
Safe of water 

Sewerage and sanitation charges 
Refuse removal 


33,717,827 

17,970,906 

12,284,620 

8,781,666 

72,755,019 


26,763,809 

13,897,384 

9,311,722 

7,215,077 

57,1 B7, 992 
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26, Government gran ts-and-subs [dies- - 


Equitable share 

Finance Management Grant (FMG) 

Municipal Infrastructure Grant (MIG) 

Intergratated National Electricity Programme (iNEP) 
Special Projects Grant 
Department of Sports and Culture 
Municipal Systems Infrastructure Grant (MSIG) 
District Municipality Grant 


21,761,471 
1 ,250,000 
8,879,911 
265,282 
790,404 

750,000 

263,158 


17,733,291 

1,030,308 

9,381,089 

1,519,831 

400.000 

735.000 


33,960,226 30,799,519 


Equitable Share 


In terms of the Constitution, part of this grant is used to subsidise the provision of basic services to indigent community 
members. 

All registered indigents receive a monthly subsidy of R120 (2010; R120), which is funded from the grant. 

Financial Management Grant fFMG) 

Balance unspent at beginning of year - 1 13,547 

Current year receipts 1,250,000 1,000,000 

Conditions met - transferred to revenue (1 ,250,000) (1 ,1 1 3,547) 


The grant was used for operational and capital purposes, which included payment of interns salaries and other budgetary 
reforms. 

Department of Sporis. Arts and Culture fUtlwanang Library) 

Balance unspent at beginning of year 4,000,000 1,500,000 

Current-year receipts - 2,500,000 

4,000,000 4,000,000 


Conditions still to be 'met - remain liabilities (see note 18). 

The grant was provided for the sole purpose of constructing a library in Ultfwanang. The library has, however, not yet been 
constmcted. The consulting engineers have already been appointed to commence the construction process. 

Municipal Infrastructure Grant (MIG) 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 

1,881,911 


1,881,911 

6,998,000 11,263,000 

(8,879,911) (9,381,089) 


The grant is used for the constnjction or resealing of road infrastructure within the municipal boundaries. 
Integrated National Electricity Programme fINEP) 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 


407,169 

1 ,927,000 
(265,282) (1,519,831) 

141,887 407,169 
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. ._20. G 0 ¥er-nment-gFa-nts-and-sybsldies-feQntiRyed} - - - - 

Conditions stiff to be met - remain tiabifities (see note 18). 

The grant was used to finance electricity related transactions or projects in the municipaf areas. 

Special Projects Grant 

Current-year receipts 1,986,000 

Conditions met - transferred to revenue (790,404) 

1,195,596 


Conditions still to be met - remain liabilities (see note 18), 

This refates to funds provided for by the The Department of Co-operative Governance and Traditionaf Affairs (CoGTA) for the 
cfeaning of the municipaf surroundings. 

Department of Sport, Arts and Culture 

Current-year receipts - 400,000 

Conditions met - transferred to revenue - (400,000) 


Conditions stilf to be met - remain liabifities (see note 18). 

The grant was received from the district municipality as part of their contribution towards the running of the libraries i,e to cover 
opertaional costs. 

Municipal Systems improvement Grant (MSIG) 

Current year receipts 750,000 735,000 

Conditions met -transferred to revenue (750,000) (735,000) 


Conditions still to be met - remain liabilities (see note 18). 

The grant was meant for system and policy related projects. 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act, no significant changes in the level of government grant funding 
are expected over the forthcoming 3 financial years. 


27. Other revenue 


Vehicle Monies - Direct 
Irrigation Fees 
Commissions received 
Interest received 
Interest on Debtors 
Sundry 
Other income 


2,350,212 

586,344 

85,527 

77,467 

11.291.434 

585,782 

4,197,731 

19,174,497 


575,936 

75,502 

48,638 

8,803,794 

1,298,141 


10,802,011 
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28. G^eraL.exp.enses_ 

Advertising 

Auditors remuneration 

Bank charges 

Computer expenses 

Consulting and professional fees 

Consumables 

Debt collection 

Delivery expenses 

Entertainment 

Insurance related costs 

Community development and training 

Grant related expenditure 

Lease rentals on operating lease 

Magazines, books and periodicals 

Motor vehicle expenses 

Pest control 

Licensing 

Postage and courier 
Printing and stationery 
Promotions 
Protective clothing 
Indigent subsidy 

Subscriptions and membership fees 

Telephone and fax 

Training 

Subsistence & T ravel 
Tourism development 
Stock loss 
Land surveyor 

Strategic Planning workshop 
Stores and material 
Chemicals 
Municipal charges 
Other expenses 


29, Operating deficit 

Operating deficit for the year is stated after accounting for the following: 

Ooeratinq lease charqes 

Premises 

• Contractual amounts 


1,297,929 

Equipment 

• Contractual amounts 


160,653 

Lease rentals on operating lease - Other 
* Contractual amounts 

1,411 

1,333 


1,411 

1,459,915 

Amortisation on intangible assets 

8,399 


Depreciation on property, plant and equipment 

7,219,567 

10,499,794 

Employee costs 

41 .023,849 

34,606,943 

Amount expensed in respect of retirement benefit plans: 

6,018,938 

5,569,483 

Defined contribution funds 

3,846,531 

3,607,691 

Defined benefit funds 

2,172,407 

1,961,792 


74,781 

47,981 

1.167,168 

1,132,647 

177,893 

166,201 

3,060 

25,919 

3,749,419 

1,213,589 

4,554 

41,233 

2,768 

- 

12,281 

- 

129,457 

76,752 

815,187 

872,581 

5,700 

32,400 

- 

4^367,444 

1,411 

1,459,915 

1,858 

764 

1,051,327 

1 ,005,678 

- 

12,919 

100,512 

117,241 

312,379 

142,737 

292,555 

416,535 

8,378 

9,581 

98,285 

114,634 

5,677,345 

3,026,459 

244,927 

216,906 

747,704 

910,142 

3,210 

38,953 

719,953 

774,045 

2,398,452 

201,717 

- 

560 

- 

149,856 

3,500 

6,758 

20,836 

29,558 

2,451,187 

1,915,035 

1,163,918 

- 

3,921,399 

1,393,868 


25,361,404 19,920,608 
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Figures in Rand 


2011 

2010 

— 3G^ — Enrt-ployee-r-efated-G03ts . . _ . 




Basic 


18,132,514 

16,640,988 

Medical aid - company contributions 


1 ,460,003 

1,353,677 

UIF 


207,501 

186,097 

Leave pay provision charge 


1,412,976 

1,417,295 

Post-employment benefits - Pension (Defined contribution plan) 


3.846,531 

3,607,691 

Overtime 


3.144,727 

808,984 

Current Service Costs 


546,000 

501,000 

Car allowance 


1,202,900 

868,133 

Flousing benefits and allowances 


149.464 

122,494 

Transitional Provision - Post Retirement Benefits 


3,363.400 

3,363.400 

Other 


25,520 

32.211 

Telephone Allowances 


76,964 

51,669 

Cash in lieu of leave 


629,636 

301,272 

Actuarial (gains)/Iosses 


20,407 

(25,208) 

Interest Cost - Post Retirement Benefit 


1,606,000 

1,486,000 



35,824,543 

30,715,703 

Remuneration of Municipal Manaqer 




Annual Remuneration 


443,097 

419,605 

Travelling Allowance 


79,446 

122,615 

CarA/ehicle Allowance 


164,965 

. 

Telephone/Cellphone Allowance 


18,000 


Other 


152,145 

118,826 



857,653 

661,046 

Remuneration of Chief Finance Officer 




Annual Remuneration 


561,789 

451,123 

Housing Allowance 


28,404 

23,904 

Travelling Allowances 


41,919 

90,000 

Telephone/Cellphone Allowance 


14,400 

- 

CarA/ehicle Allowance 


90,000 


Other 


136,141 

26,142 



872,653 

591,169 

Remuneration of Corporate Services Director 




Annual Remuneration 


375,375 

_ 

Housing Allowance 


39,996 

- 

Travelling Allowance 


51,250 

- 

Car/Vehicle Allowance 


134,131 

- 

Telephone/Cellphone Allowance 


13,200 

- 

Acting Allowance 


- 

266,629 

Other 


48,649 

- 



662,601 

266,629 

Remuneration of Technical Services Director 




Acting Allowance 


- 

145,622 

Remuneration of Communitv Services Director 




Annual Remuneration 


375,375 

- 
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^ ^ ^ A Ot'T 


Travelling Allowances 

48^166 

- 

Telephone/Gellphone Allowance 

13,200 

- 

Acting Allowance 

- 

110,079 

Other 

45,731 

- 


656,599 

110,079 

31. Remuneration of councillors 



Mayor's allowance 

355,741 

1,537,089 

Councillors allowances 

1,237,970 

- 

CarA/ehicle Allowance 

412,660 

466,724 

Telephone & Cellphone allowances 

112,893 

112,882 

Travelling allowance 

30,536 

“ 


2,149,800 

2,116,695 

In-kind benefits 



The Executive Mayor is part-time. She is provided with an office and secretarial support at the cost of the Council. 


32. Debt impairment 



Increase in provision for bad debts 

92,494,815 

49,078,645 

33. Investment revenue 



Interest revenue 



Interest on Money Market Investments 

52,973 

37,474 

Bank 

24,494 

11,164 


77,467 

48,638 

34. Depreciation and amortisation 



Property, plant and equipment 

7,21 9,567 

10,499,794 

Intangible assets 

8,399 

" 


7,227,966 

10,499,794 

35. Finance costs 



Non-current borrowings 

16,502,350 

3,285,928 

Bank 

6,678 

14,656 


16,509,028 

3,300,584 

36. Auditors' remuneration 



Fees 

1,167,168 

1,132,647 

37. Contracted services 



Information Technology Services 

_ 

1,586 

Other Contractors 

1,772,095 

4,125,116 


1,772,095 

4,126,702 
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2011 

2010 

— 3-St — B- tilk-pttrchas-es - - -- - . . _ ■ 

Electricity 

27,296,501 

21,452,642 

Water 

9,045,432 

7,419,188 


36,341,933 

28,871,830 ; 

39, Cash generated from ope rati orss 



Deficit 

Adsustments for 

(89,207,066) 

(40,714,398) 

Depreciation and amortisation 

7.227,966 

10,499,794 

Debt impairment 

92.494,815 

49.078,645 

Penalty paid 

4,845,400 

- 

Movements in provisions 

566,806 

933,834 

Increase in Money Market Investments 

- 

72.231 

Increase in Non-current Assets Held for Safe (Non-cash) 

Chanqes in workmq capital: 

- 

181,546 

Inventories 

(64,784) 

(64,978) 

Trade and other receivables (exchange transactions) 

(42,558) 

(557,866) 

Other receivables from non-exchange transactions 

5,429,154 


Consumer debtors 

(43,719,976) 

(33,006,272) 

Trade and other payables (exchange transaction) 

29,527,493 

13,286,713 

VAT 

224,185 

(258,647) 

Unspent conditional grants 

(951,597) 

7,454,580 

Consumer deposits 

(666) 

(8,375) 

Other Non-cash items 

469,408 

2,583,498 


6,738,580 

9,480,305 

40. Commitments 



Authorised capital expenditure 



Already contracted for but not provided for 
® Property, plant and equipment 

1,098,750 

9,109,224 

Not yet contracted for but authorised bv accountinq officer 

Property, plant and equipment 

42,146,058 

27,464,272 

This committed expenditure relates to plant and equipment and will be financed by available bank facilities, own funds, grants 

and subsidies and existing cash resources. 
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— Gonti-ngencies-- - - - - — - - — - - - 

Balances from Attorney's Correspondences 

(a) The municipality was taken to court by SAMWU and Phenominal Projects cc for the non-payment of employees’ 
subscriptions to SAMWU and services rendered, respectively. The capital amounts are included in trade and other payables. 
However, there is a contingent liability relating to the legal fees that are likely to be incurred as a result of this. The amount 
cannot be determined at the moment 

(b) The municipality adopted IAS 19 (Employee Benefits for the first time in July 2009. The previous reporting framework did 
not require the recognition of Employee Benefits. As such no provision was made in the previous years. On first adoption, the 
municipality made an irrevocable choice to recognise the transitional liability over 5 years. As at 30 June 2011, R14,977,500 
(2010; R1 9,970,000) of the transitional liability had not yet been recognised, As such the municipality has a contingent liability 
amounting to the unrecognised portion. 

(c) The municipality lodged claims to recover its legal cost from the Former Mayor and the Bloemhof Taxpayers Association 
lawyers after the two parties withdrew their cases from the courts prior to finalisation. Based on the municipality's attorney's 
advice, the municipality's chances of recovering the money are relatively high. 

(d) Some of the municipality’s officials have leave days which are more than 48 days. In terms of the Basic Conditions of 
Employment, a municipal official can only accrue up to a maximum of 48 days. However, there may be reasons for the accrual 
of more than the prescribed limits. In such cases, on resignation/retirement etc some or all of such employees may be paid 
their excess leave days. In lieu of this, the municipality has a contingent liability relating to the excess leave days (days above 
the prescribed 48 days). As at 30 June 2011, the amount relating to the excess days was R565,880 (2010: R275,427) 

Contingent liabilities - Environmental Act 


In terms of the Environmental the municipality is responsible for a number of environmental related transactions that may take 
place in its jurisdiction. This give rise to contingent liabilities. However, the nature of such transactions cannot be estimated 
both financially and the number of occurrence, if any are to occur. Whilst the municipality is not aware of such liabilities, the 
foliowing are the key transactions: 

* contingent liabilities relating to fines that may be imposed by the Department of Environmental Affairs as a result of 
illegal dumping by the municipal residents. 

* penalties relating to raw sewerage or sewerage not properly treated being released to the nearby rivers or dams. 

* penalties relating to lack of proper security at the municipal's dumping site or lack of monitoring waste being dumped 
there as some waste should be dumped in certain specified ways so as to avoid related healthy hazards e.g. 
medical waste. 

42. Prior Period Errors & Change in Accounting Policies 

A number of correction were made to the prior years' financial statements as a result of prior period errors and/or changes in 
the reporting framework (Changes in Accounting Policies). Where applicable, the corrections and/or changes were adjusted 
retrospectively, unless otherwise stated. These corrections/changes resulted In the following adjustments: 
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42. P nor Period -Errors-^ Change m-AccQuntinci-PoliG-Ees-feQnti-n-ye d-j 


7.328,066 

466,667 
24,871 

212,926 

3.995,200 
734,200 

99,729 
898,735 
42.644,621 

659.000 

199.000 

5,665,638 

22,117,862 28,831,034 

(98,822) 

98,822 
(2,779,046) 

(8,026,589) 

212,926 
4,829,310 
2 

106,463 
13,930,761 

11,300,000 
(24,871) 

24,871 
2,243,809 

Government Grant Reserve: The prior year figures of Loans Redeemed and Other Capital Receipts were restated so as to 
fully comply with GRAP Requirements. Transactions relating to assets funded by grants were recognised in reallocated to 
Government Grant Reserves. The amounts were adjusted retrospectively. 

Provision (Land Rehabilitation); The municipality's has an obligation to rehabilitate its landfill sites as a the date of closure. 
Prior to the adoption of GRAP, this was not necessary. As such, the adoption of GRAP Reporting Framework necessitated the 
recognition of such a provision. 

Trade and Other Payables (TMT Balance) & Cash and Equivalents (TMT Bank Account): The prior year figures of the two 
elements of the financial statements restated as a result of the error relating to the transaction entered into by the municipality's 
with a service provider for the management and administration of traffic fines. In the previous years, the balances had been 
treated as Off Balance Sheet yet it is an on balance sheet transaction. The other component of the transaction is recognised in 
Fines (Lazer Speed Camera) in the Statement of Financial Position. 

Property, Plant and Equipment: These balances were adjusted as a result of the adoption of the GRAP Reporting Framework 
and correction of prior year dislocations. The balance on the Loan Rdeemed and Other Capital Receipts was written off against 
Accumulated Surplus and written back to the cost of assets (as it represented depreciation in the previous reporting framework 
- IMFO) 

Inventory (Stands for Sale): This was as a result of the Change in Accounting Policy in that the GRAP Reporting Framework 
requires stands for sale to be recognised as inventory rather than Property, Plant and Equipment. 

Donations & Public Contributions: This relates to the district's contribution towards the purchase of two trucks (donation). 
The total donation was R500,000 and depreciation charge for the period was R33,333. The amount had been erroneously 
recognised as own funding. 


Statement of financial position 
Government Grant Reserve 
Donations & Public Contributions Reserve 
Available for Sale Reserve 
Provisions (Land Rehabilitation) 

Post Retirement Medical Aid Benefit - Won-Current Liability 
Post Retirement Medical Aid Benefit - Current Liability 
Trade & Other Payables (TMT Balance) 

Property, plant & equipment (Infrastructure Assets) 

Property, Plant & Equipment (Loans Redeemed & Other Capital Receipts) 

Inventory - Stands for Sale 

Cash & Cash equivalents - (TMT Bank Account) 

T rade and Other receivables 
Accumulated Surplus 
Other Interest Bearing Debt 
Finance Lease Liability 

Unspent Conditional Grants (INEP & Dr Ruth Mompati District Municipality) 
VAT Payable 

Property, Plant & Equipment - Landfill Sites 

Accumulated depreciation - Other assets 

Property, Plant & Equipment - Intangible Assets 

Accumulated Depreciation - Landfill Sites 

Consumer Debtors 

Provision for Bad Debts 

Money Market Instruments 

Available for Sale Instruments 

Staff Leave 


2010 


Available for Sale Reserve: The prior year figure of accumulated surplus has been restated so as to correctly disclose the 
transaction relating to available for sale instruments (in terms of IAS 39) 



LEKWA TEEMANE LOCAL MUNICIPALITY 

(Registration number NW396) 

Annual Financial Statements for the year ended 30 June 201 1 

Notes to the Annua! Financial Statements 

Figures in Rand 2011 2010 


— 42 : — Frior-Perrod Errors & Change in Accou nting-Policles (contln ued) — 

Post Retirement Medical Aid Benefit (Non-current & Current Liability); in the prior periods, the municipality did not perform 
a valuation exercise of its Post Retirement Medical Aid (PRMA) benefit. This was performed during the current year, covering 
the prior periods as well. Prior periods amounts have therefore been restated. 

Other Interest Bearing Debt & Finance Lease Liability: These amounts were reclassified so as to show a better presentation 
of the transactions. 

Unspent Conditional Grants & Revenue (Grants & Subsidies - INEP): (a) Dr Ruth Mompati District Municipality: An error 
occurred in the prior period when capitalising assets. This resulted in R2, 592, 400 being erroneously recognised as Unspent 
Conditional Grant rather than part of accumulated surplus, (b) Integrated National Electricity Programme- INEP: Prior year 
expenditure amounting to R 186,645 was erroneously omitted in the financial statements. This resulted in Grants & Subsidies 
being understated by R 186,645 and unspent conditional grants being overstated by the same amount. 

VAT Payable & Consumer Debtors: In the prior period, consumer debtors were recognised net of VAT, This resulted in the 
undergarment of consumer debtors and VAT Payable by the same amount. The error has been corrected so as to show the 
correct balances of the accounts. 

Property, Plant & Equipment: (a) Landfill sites (Cost, Depreciation and Accumulated Depreciation): When the 
municipality first recognised provision for landfill sites, the amount was erroneously expensed against accumulated surplus. As 
such no depreciation was charged, resulting in the understatement of PPE by R21 2,926, Depreciation expense and 
Accumulated depreciation by R1 06,463; (b) Intangible Assets: The municlpalit/s intangible assets were erroneously omitted 
in the financial statements. These have now been recognised at provisional amounts. 

Provision for Bad Debts and Bad Debts: in the prior year, provision for bad debts was understated by R1 1 ,300,000, This was 
mainly due to incorrect calculation of the provision. The restatement has resulted in increase in both provision for bad debts 
and bad debts by the same amount. 

Money Market Instruments and Available for Sale Instruments: These two prior year figures of have been reclassified so as 
to correctly classity the nature of the transaction. 

Staff Leave: This was caused by the correction of prior year errors that were corrected as at the end of 30 June 2011. 
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— .^ 2 ;; -- Pnor PerEod-Errors •g^ C-hanae-fn'AccountBng Pq ficjes (contmued)- 

Statement of Financial Performance 


Depreciation expense 

106,463 

- 

Other Expenses 

- 

1,063,642 

Amounts Charged In/Out - Expenses 

- 

(12,263,597) 

Amounts Charged In/Out - Income 

- 

(12,263,597) 

Licences & Permits 

- 

1,757,091 

Miscellaneous Income (Donation) 

- 

500,000 

Grant Related Expenditure (FMG) 

- 

(7,139,000) 

Grant Related Income (MIG) 

- 

(81,260) 

Fines (Lazer Speed Camera) 

- 

99,729 

Sundry Income ~ Photostats, Subsidies, Vehicle Monies Direct & Sundries 


(1,484,453) 

Employee Costs - Current Service Cost 

501,000 


Employee Costs - Interest Cost 

1,486.000 

- 

Employee Costs - Acturial (Gains)/Losses 

25,208 

- 

Employee Costs - Transitional Arrangements (Post Retirement Benefits) 

3,363,400 

- 

Bad Debts 

11,300,000 

- 

Revenue - Grants & Subsidies (!NEP) 

186,646 


Other Expenses 

2,199,176 

- 

Depreciation Expense: See comment under Property, Plant & Equipment above (Statement of Financial Position). 

Employee Costs: As mentioned above, actuarial valuations were performed during the current year. Ffowever, the transactions 
valuation results were adjusted in retrospective. 

The following is the summarised changes in the Statement of Financial Position 

and Statement of Financial 

Performance. 

Description of the nature of changes in the Statement of Financial Performance for the comparative period are shown after the 
following summary. 

Statement of Financial Position 

Net Change in Current Assets 

2,630,761 

1,888,986 

Net Change in Non-current Assets 

106.465 

43,040,475 

Net Change in Current Liabilities 

11,885,915 

2,149,179 

Net Change in Non-Current Liabilities 

7,556,320 

(422,436) 

Net Change in Reserves 

2,274,132 

42,475,619 


24,453,593 

89,131,823 

State of Financial Performance 

Net Change in Income 

(186,645) 

(3,699,273) 

Net Change in Expenses 

19,696,983 

(11,629,383) 


19,510,338 

(15,328,656) 


Other Expenses: The prior year balances of other expenses were misstated as a result of the omission of some of the sundry 
income. This has been restated with the amount of the misstatement 

Amounts Charged In/Out (Income & Expenses): The change in accounting policy was necessitated by the fact that under 
the GRAP Reporting Framework, the municipality is not permitted to recognise these transactions. 

Licence & Permits, Grant Related Expenditure Income and Sundry Income: The prior year figures of revenue classes 
have been restated to correctly classify the nature of revenue of the municipality. Most of the amounts had been misalliance in 
other revenue accounts or expenses. Regarding Grant Related Expenditure & Income, the amounts were recognised under 
Trust Funds. 


Miscellaneous Income (Donation): The prior year balance of assets has been restated as a result of a donation by the 
District Municipality amounting to R500,000 which had been netted off against the asset cost. 
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- 43; — t^Tnparative-frgures 

Certain comparative figures have been reclassified. 

44= Risk management 
Financial risk management 
Liquidity risk 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Interest rate risk 


The municipality’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the 
municipality to cash flow interest rate risk. Borrowings issued at fixed rates expose the municipality to fair value interest rate 
risk. During 201 1 and 2010, the municipality’s borrowings at variable rate were denominated in the Rand. 

Credit risk 


Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The 
municipality only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis.This is managed using a number of measures such as restricting water flow at households and termination of 
services. 

45. Going concern 

We draw attention to the fact that at 30 June 2011, the municipality had accumulated deficits of R(1 12,977,082) [2010: 
(R1 7,253,604)], its total liabilities exceed its assets by R(98,837,956) [2010: (R1 0,350,977)], recorded a deficit of R89,207,065 
(2010: R40, 71 4,398) during the current year, bad debts increased to R92, 494,8 15 (2010: R49,078,645) as the collection rate 
for municipal services rendered averages 44% of the current period billings and the municipality has been experiencing 
significant cashflow challenges. This lead to a number of significant negative effects like incurring interest on some of the 
overdue accounts and non-payment or late payment of obligations when they fall due. 

The foregoing situation poses a greater doubt on the municipafity's ability to realise its assets and discharge its liabilities in the 
normal course of business. 

In order to mitigate these negative effects, the municipality Is in the process of implementing the following measures, some of 
which the work has commenced: 

• Appointed consultants to perform Revenue Enhancement Strategies and Installation of Pre-paid Automatic Meter 
Reading, whose results are expected to yield positive results. The consultant have already commenced their work. 
Fuilher, the appointment of Debt Collectors during the ensuing financial period will further enhance the municipality's 
mitigating measures regarding these going concern challenges. 

- Implementing cost reflective prices and cost cutting measures.; 

• Implementation of the new valuation roll from the 1 st of July 201 1 . This will greatly improve the municipality's income 
stream as property rates will be levied on market values. 

• Recognition of the municipality's Investment Properties at the current market values based on the new valuation roll 
in the ensuing financial period. This will greatly improve the balance as these assets are recognised at 
normal/historical amounts, some of which were determined more than 15 years ago. 

• Unbundling and valuation of infrastructure in the ensuing financial period. 

• Continued support from National Treasury and other government departments (national or provincial) as the 
municipality is a public entity. This will be further coupled by the MISA Programme, which has already commenced. 

46. Events after the reporting date 

The municipality’s Chief Finance Officer, Community Service Director and Corporate Service Director were suspended during 
the month of December 2011. Disciplinary processes are in progress. 
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- 4S-. -E-veFi-ts-a-ter-theH^ep 0 rtlng-date-(Gontinued) 


The Municipality's Council approved a number of transactions for write-off during the council meeting held on 2 May 2012. 

47. Unauthorised expenditure 

Total Unauthorised Expenditure 
Approved/Condoned by Council 

27,271760 


105,060,713 

(77,788,953) 


The unauthorised expenditure of R77,7B8,953 was recommended to Council for approval subsequent to year end and was 
approved during the meeting held on 2 May 2012, The difference of R27,271,760 will be recommended for approval during the 
ensuing financial period as the additional adjustment was processed later, 

48, Fruitless and wasteful expenditure 

Interest on arrears 
Interest on late payment 
Amount condoned by Council 

2,594,323 


2,243,234 8.474,574 

469,931 618,605 

(2,713,165) (6,498,856) 


Interest on Arrears: The municipality has not been servicing its debt with DBSA, As a result of this, DBSA has been charging 
interest on arrears (at the prevailing interest rates). The amount in arrears (both capital and interest) has been disclosed as 
current liabilities. Negotiations are in progress with the lender to restructure the loan and other key loan terms. The negotiations 
should be completed in the near future. 

Interest on Late Payment: This relates to interest charged on late payments of VAT to SARS and other creditors. Measures 
are in place to avoid these charges in future. 

All of the foregoing were caused by the marshmallows challenges the municipality is currently facing (see Going Concern 
Note). These amounts were approved for write-off by Council on 2 May 2012 and the amounts have been, as such, been 
included in General Expenses. 

The fruitless and wasteful was recomended to Council for approval subsequent to year end and was approved during the 
meeting held on 2 May 2012. 

49* irregular expenditure 

Opening balance 

Add: irregular Expenditure - current year 
Less: Amounts condoned (Council meeting - 2 May 2012) 

37 ^ 1,965 


3,771,965 

468,380 3,771,965 

(4,240,345) 


Analysis of expenditure awaiting condonation per ape dassification 

Current year 468,380 3771,965 

Prior years 3,771,965 

4,240,345 3771,965 


Details of irregular expenditure - current year 

Disciplinary steps taken/criminal proceedings 

Dealing with companies that have been No disciplinary measures have been taken. The 468,380 

deregistered with the Registrar of Companies transactions have been presented to Council for 

condonement. 
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50.— ^rite-off^otSemce-Charges by^^enlor^Official . 

During the current and previous financial period, the Chief Financial Officer (who is currently on suspension) authorised a write- 
off of services charges relating to his municipal account as well as one of the former councilor (prior to the councilor leaving 
office) without the necessary Council approval. A forensic investigation was instituted by the municipality. Based on the report 
from the forensic investigators, the total amount the CFO authorised for write-off relating to his account amounted to R5 975.22 
whilst the one he authorised for write-off relating to the former councillor amounted to R5 330.86. 

Upon completion and finalisation of the investigations, the report will be submitted to Council to deliberate on it and make a 
decision on the way forward. In the meantime, management is in the process of enhancing the internal control systems relating 
debtors write-off and other areas so as to avoid such events recurring. 

51, Additional disclosure in terms of Municipal Finance Management Act 

Distribution losses 


Electricity 

9,007,845 

5,415,446 

Distribution losses relates to unaccounted for electricity. This cost mainly arises from, inter alia, illegal connections to the 
electricity network and bridging of meters by consumers. The foregoing costs, which represented 33% (2010: 32%) of the 
electricity purchases for the year, has been included in bulk purchases. Whilst this is not a desirable feature, the level of the 
distribution losses are well within the acceptable norms. 

The distribution losses for water could not be computed due to the following reasons: (a) there are no bulky purchase meters 
between the some of the municipality's reservoirs and the main sources of water (dams and rivers). As such, the department 
uses estimates to compute the municipality's purchases, (b) some of the meters that the department use to determine the 
municipality's purchases are faulty. Management is of the view that computing water losses in such cases may not be 
appropriate as it may be misleading. 

Audit fees 

Opening balance 

Current year fees 

Interest on Late Payment 

Amount paid 

3,438,915 

1,357,172 

68,781 

2,844,044 

1,269,714 

1,126 

(675,969) 


4,864,868 

3,438,915 

PAYE and UIF 



Opening balance 

Current year deductions 

Amount paid 

2,724,744 

665,209 

3,174,396 

(1,114,861) 


2,724,744 

2,724,744 

Pension and f/ied\cB\ Aid Deductians 



Opening balance 

Current year deductions 

Amount paid - current year 

1,488,131 

5,963,558 

2,546,098 

5,093,688 

(6,151,647) 


7,451,689 

1,488,139 
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2011 

2010 

-Si. — Addi-tto.nai disclosure Jn -terms-of-Mupi.ci-palFf.nance-E^a nag erne ot Ac-t(co.nt3-niied) 



VAT 




VAT payable 


8,250,774 

8,026,589 

VAT output payables and VAT input receivables are shown in note . 




All VAT returns have been submitted by the due date throughout the year. 




CounciElors’ arrear consumer accounts 




The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 201 1 : 


3D June 2D11 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 



days 

days 


Councillor. R, M Makodi (Mayor) 

519 

_ 

519 

Councillor. K. L. Modise (Former Mayor) 

4,860 

39,234 

44,094 

Councillor M. P. Letebele (up to 17 May 2011) 

867 

8,099 

8,966 

Councillor K. L. Duiker (up to 17 May 201 1) 

1,083 

6,666 

7,749 

Councillor K, J. Bojong (up 17 May 2011) 

1,392 

21,196 

22,588 

Councillor A, Buys (Retained) 

9,840 

5,770 

15,610 

Councillor G. Pencil (Retained) 

989 

7,858 

8,847 

Councillor W. B. Percival (Up to 17 May 2011) 

6,682 

12,481 

19,163 

Councillor K M Segafo 

2,600 

- 

2,600 

Councillor D J Muller (Retained) 

1,756 

- 

1,756 

Councillor F. Moleta (18 May 201 1) 

1,262 

15,459 

16,721 

Councillor A. N. Ngesi (18 May 2011) 

2,949 

24,026 

26,975 

Councillor J. Segola (18 May 2011) 

1,264 

20,279 

21,543 

Councillor J. Joseph (18 May 2011) 

1,306 

20,977 

22,283 

Councillor M. Majikela (18 May 2011) 

1,157 

21.086 

22,243 

Councillor P. Modise (18 May 2011) 

1,069 

16,982 

18,051 

Councillor K. Palagangwe (18 May 201 1) 

5,628 

29,217 

34,845 

Councillor T. Mokgosi (18 May 2011) 

1,051 

13,838 

14,889 

Councillor Y, A, Moolla (18 May 2011) 

1,543 

19,725 

21,268 

Councillo I. Mabaia (Retained) 

3,973 

3,494 

7,467 


51,790 

2803387 

338,177 

30 June 2010 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 



days 

days 


Councillor K. L. Modise (Former Mayor) 

5,598 

27,298 

32,896 

Councillor 1. Mabaia 

970 

1,973 

2,943 

Councillor R. M. Makodi (Mayor) 

735 

1,682 

2,417 

Counciilor M. P. Letebele 

822 

9.415 

10,237 

Councillor K. L. Duiker 

997 

7,810 

8,807 

Councillor K. J. Bojong 

1,042 

18,201 

19,243 

Councillor A. Buys 

11,926 

39,600 

51,526 

Councillor G. Pencil 

1,890 

21,108 

22,998 

Councillor W, B. Percival 

1,931 

- 

1,931 

Councillor K. M. Segalo 

3,309 

- 

3,309 

Councillor D. J. Muller 

1,769 

- 

1,769 


30,989 

127,087 

I583O76 
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52 — Utflisation-of Long-term liabilities- recondJiatlon 

Long-term liabilities raised 21,214,086 22,356,725 

Used to finance property, plant and equipment (21,214,086) (22,356,725) 


Long-term liabilities have been utilized in accordance with the Municipal Finance Management Act. Due to the municipality's 
cashflow challenges, no cash has been set aside to repay long-term liabilities. 
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5.1 The table below summarizes the performance of external service providers 


as requested by Sec.46 (a) 



Na'maof: 

irti-TK'.J.’V - -T 


Contract 

terminated 


NICS 


® Debt 
collecting 
agent 

V 


TMT 

® Traffic 
management 

■ 

■ 

Oct. 2005 

Oct.2005 

Oct. 

2008 

Oct. 

2008 

V 


N/a 

NAIS/TANK 
® Upgrading of 
roads: 
Christiana 

V 


July 2011 

July 

2011 

On- 

going 

On» 

going 

V 


N/a 

MAf S/TANK 
Internal Roads: 
Coverdale 

V 

■ 


July 

2011 

October 

2011 


1 


N/a 



































5.2 ACTION PLAN ON AUDITOR GENERAL REPORT 
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